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WE MUST ALL WORK TOGETHER 
By JOHN F. KENNEDY, President of the United States 


Delivered at Inauguration Ceremonies, Washington, D. C., January 20, 1961 


ICE PRESIDENT Johnson, Mr. Speaker, Mr. Chief 

Justice, President Eisenhower, Vice President Nixon, 

President Truman, Reverend Clergy, fellow citizens: We 
observe today not a victory of party but a celebration of free- 
dom—symbolizing an end as well as a beginning—signifying 
renewal as well as change. For I have sworn before you and 
Almighty God the same solemn oath our forebears prescribed 
nearly a century and three-quarters ago. 

The world is very different now. For man holds in his 
mortal hands the power to abolish all forms of human poverty 
and all forms of human life. And yet the same revolutionary 
beliefs for which our forebears fought are still at issue around 
the globe—the belief that the rights of man come not from 
the generosity of the state but from the hand of God. 

We dare not forget today that we are the heirs of that first 
revolution. Let the word go forth from this time and place, to 
friend and foe alike, that the torch has been passed to a new 
generation of Americans—born in this century, tempered by 
war, disciplined by a hard and bitter peace, proud of our 
ancient heritage—and unwilling to witness or permit the slow 
undoing of those human rights to which this nation has always 
been committed, and to which we are committed today at home 
and around the world. 

Let every nation know, whether it wishes us well or ill, that 
we shall pay any price, bear any burden, meet any hardship, 
support any friend, oppose any foe to assure the survival and 
the success of liberty. 

This much we pledge—and more. 


PLEDGE TO FRIENDS 
To those old allies whose cultural and spiritual origins 
we share, we pledge the loyalty of faithful friends. United, 
there is little we cannot do in a host of new cooperative ven- 
tures. Divided, there is little we can do—for we dare not meet 


a powerful challenge at odds and split asunder. 

To those new states whom we welcome to the ranks of the 
free, we pledge our word that one form of colonial control 
shall not have passed away merely to be replaced by a far more 
iron tyranny. We shall not always expect to find them support- 
ing our view. But we shall always hope to find them strongly 
supporting their own freedom—and to remember that, in the 
past, those who foolishly sought power by riding the back of 
the tiger ended up inside. 

To those peoples in the huts and villages of half the globe 
struggling to break the bonds of mass misery, we pledge our 
best efforts to help them help themselves, for whatever period 
is required—not because the Communists may be doing it, not 
because we seek their votes, but because it is right. If a free 
society cannot help the many who are poor, it can not save the 
few who are rich. 

To our sister republics south of our border, we offer a 
special pledge—to convert our good words into good deeds— 
in a new alliance for progress—to assist free men and free 
governments in casting off the chains of poverty. But this 
peaceful revolution of hope cannot become the prey of hostile 
powers. Let all our neighbors know that we shall join with 
them to oppose aggression or subversion anywhere in the 
Americas. And let every other power know that this hemi- 
sphere intends to remain the master of its own house. 

To that world assembly of sovereign states, the United 
Nations, our last best hope in an age where the instruments 
of war have far outpaced the instruments of peace, we renew 
our pledge of support—to prevent it from becoming merely a 
forum for invective—to strengthen its shield of the new and 
the weak—and to enlarge the area in which its writ may run. 


REQUEST TO ADVERSARIES 
Finally, to those nations who would make themselves our 
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JOHN F. KENNEDY 


adversary, we offer not a pledge but a request: that both sides 
begin anew the quest for peace, before the dark powers of 
destruction unieashed by science engulf all humanity in planned 
or accidental self-destruction. 

We dare not tempt them with weakness. For only when 
our arms are sufficient beyond doubt can we be certain beyond 
doubt that they will never be employed. 

But neither can two great and powerful groups of nations 
take comfort from our present course—both sides overburdened 
by the cost of modern weapons, both rightly alarmed by the 
steady spread of the deadly atom, yet both racing to alter that 
uncertain balance of terror that stays the hand of mankind's 
final war. 

So let us begin anew—remembering on both sides that 
civility is not a sign of weakness, and sincerity is always subject 
to proof. Let us never negotiate out of fear. But let us never 
fear to negotiate. 

Let both sides explore what problems unite us instead of 
belaboring those problems which divide us. 

Let both sides, for the first time, formulate serious and 

recise proposals for the inspection and control of arms—and 
ena the absolute power to destroy other nations under the 
absolute control of all nations. 

Let both sides seek to invoke the wonders of science instead 
of its terrors. Together let us explore the stars, conquer the 
deserts, eradicate disease, tap the ocean depths and encourage 
the arts and commerce. 

Let both sides unite to heed in all corners of the earth the 
command of Isaiah—to “undo the heavy burdens . . . [and] let 
the oppressed go free.” 

And if a beach-head of co-operation may push back the 
jungles of suspicion, let both sides join in creating a new 
endeavor not a new balance of power, but a new world of law, 
where the strong are just and the weak secure and the peace 
preserved. 

All this will not be finished in the first 100 days. Nor will 
it be finished in the first 1,000 days, nor in the life of this 
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Administration, nor even perhaps in our lifetime on this planet. 
But let us begin. 

In your hands, my fellow citizens, more than mine, will rest 
the final success or failure of our course. Since this country was 
founded, each generation of Americans has been summoned to 
give testimony to its national loyalty. The graves of young 
Americans who answered the call to service surround the globe. 

Now the trumpet summons us again—not as a call to bear 
arms, though arms we need—not as a call to battle, though 
embattled we are+~but a call to bear the burden of a long 
twilight struggle year in and year out, “rejoicing in hope, 
patient in tribulation”"—a struggle against the common enemies 
of man: tyranny, poverty, disease and war itself. 

Can we forge against these enemies a grand and global 
alliance, north and south, east and west, that can assure a more 
fruitful life for all mankind? Will you join in that historic 
effort? 

In the long history of the world, only a few generations have 
been granted the role of defending freedom in its hour of 
maximum danger. I do not shrink from this responsibility—I 
welcome it. I do not believe that any of us would exchange 
places with any other people or any other generation. The 
energy, the faith, the devotion which we bring to this endeavor 
will light our country and all who serve it—and the glow from 
that fire can truly light the world. 

And so, my fellow Americans: ask not what your country 
can do for you—ask what you can do for your country. 

My fellow citizens of the world: ask not what America will 
do for you, but what together we can do for the freedom of 
man, 

Finally, whether you are citizens of America or citizens of 
the world, ask of us here the same high standards of strength 
and sacrifice which we ask of you. With a good conscience 
our only sure reward, with history the final judge of our deeds, 
let us go forth to |.ad the land we love, asking His blessing 
and His help, but knowing that here on earth God’s work 
must truly be our own. 


History Will Be Our Judge 


COURAGE, PERCEPTIVE JUDGMENT, INTEGRITY AND DEDICATION ARE IMPERATIVE 
By JOHN F. KENNEDY, President-elect of the United States 
Delivered before the Massachusetts Legislature, Boston, Massachusetts, January 9, 1961 


historic body, and, through you, the people of Massachu- 

setts to whom I am so deeply indebted for a lifetime of 
friendship and trust. For fourteen years I have placed my 
confidence in the citizens of Massachusetts—and they have 
generously responded by placing their confidence in me. 

Now, on the Friday after next, I am to assume new and 
broader responsibilities. But I am not here to bid farewell to 
Massachusetts. For forty-three years—whether I was in London, 
or in Washington, or in the South Pacific, or elsewhere—this 
has been my home; and, God willing, wherever I serve, this 
shall remain my home. 

It was here my grandparents were born—it is here I hope 
that my grandchildren will be born. 

I speak neither from false provincial pride nor artful 
political flattery. For no man abovt to enter high office in this 
country can ever be unmindful of the contribution which this 
state has made to our national greatness. Its leaders have 
shaped our destiny since long before the great Republic was 
born. 


| =: WELCOMED this opportunity to address this 


Its principles have guided our footsteps in times of crisis 
as well as in times of calm. Its Democratic institutions—in- 
cluding this historic body—have served beacon-lights for 
other nations as well as your sister states. For what Pericles 
said of the Athenians has long been true of this common- 
wealth: 

“We do not imitate—but are a model to others.” 

And so it is that I carry with me from this state to that high 
and lonely office to which I now succeed more than fond 
memories and fast friendships. The enduring qualities of 
Massachusetts—the common threads woven by the Pilgrim 
and the Puritan, the fisherman and the farmer, the Yankee and 
the immigrant—will not be and could not be forgotten in this 
nation’s executive mansion. They are an indelible part of my 
life, my conviction, my view of the past, and my hopes for 
the future. 

Allow me to illustrate: During the last sixty days I have 
been engaged in the task of constructing an administration. 
It has been a long and deliberate process. Some have counseled 
greater speed. Others have counseled more expedient tests. 
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But I have been guided by the standard John Winthrop set 
before his shipmates on the flagship Arabella 331 years ago, 
as they, too, faced the task of building a new government on 
a new and perilous frontier. 

“We must always consider,” he said, “that we shall be as a 
city upon a hill—the eyes of all people upon us.” 

Today, the eyes of all people are truly upon us—and our 
Government, in every branch, at every level, national, state 
and local, must be as a city upon a hill—constructed and in- 
habited by men aware of their grave trust and their great 
responsibilities. 

For we are setting out upon a voyage in 1961 no less 
hazardous than that undertaken by the Arabella in 1630. We 
are committing ourselves to tasks of statecraft no less awesome 
than that of governing the Massachusetts Bay Colony, beset 
as it then was by terror without and disorder within. 

History will not judge our endeavors—and a government 
cannot be selected—merely on the basis of color or creed or 
even party affiliation. Neither will competence and loyalty and 
stature, while essential to the utmost, suffice in times such as 
these. 

For of those to whom much is given, much is required. 
And when at some future date the high court of history sits 
in judgment on each one of us—recording whether in our brief 
span of service we fulfilled our responsibilities to the state— 
our success or failure, in whatever office we may hold, will be 
measured by the answers to four questions: 

First, were we truly men of courage—with the courage to 
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stand up to one’s enemies—and the courage to stand up, when 
necessary to one’s own associates—the courage to resist public 
pressure as well as private greed? Secondly, were we truly 
men of judgment—with perceptive judgment of the future 
as well as the past—of our own mistakes as well as the mistakes 
of others—with enough wisdom to know what we did not 
know, and enough candor to admit it? 

Third, were we truly men of integrity—men who never ran 
out on either the principles in which they believed or the 
people who believed in them—men whom neither financial 
gain nor political ambition could ever divert from the ful- 
fillment of our sacred trust? 

Finally, were we truly men of dedication—with an honor 
mortgaged to no single individual or group, and compromised 
by no private obligation or aim, but devoted solely to serving 
the public good and the national interest? 

Courage—judgment—integrity—dedication—these are the 
historic qualities of the Bay Colony and the Bay State—the 
qualities which this state has consistently sent this chamber 
here on Beacon Hill here in Boston and to Capitol Hill back 
in Washington. 

And these are the qualities which, with God's help, this 
son of Massachusetts hopes will characterize our Government's 
conduct in the four stormy years that lie ahead. 

Humbly I ask His help in this undertaking—but aware 
that on earth His will is worked by man, I ask for your help 
and your prayers, as | embark on this new and solemn journey. 


Liberty Is At Stake 


FAREWELL ADDRESS 
By DWIGHT D. EISENHOWER, President of the United States 
Delivered to the Nation, Washington, D. C., January 17, 1961 


OOD EVENING, my fellow Americans: First, I should 
like to express my gratitude to the radio and television 
networks for the opportunities they have given me over 

the years to bring reports and messages to our nation. My 
special thanks go to them for the opportunity of addressing you 
this evening. 

Three days from now, after half a century in the service of 
our country, I shall lay down the responsibilities of office as, 
in traditional and solemn ceremony, the authority of the Presi- 
dency is vested in my successor. 

This evening I come to you with a massage of leavetaking 
and farewell, and to share a few final thoughts with you, my 
countrymen. 

Like every other citizen, I wish the new President, and all 
who will labor with him, Godspeed. I pray that the coming 
years will be blessed with peace and prosperity for all. 

Our people expect their President and the Congress to find 
essential agreement on issues of great moment, the wise resolu- 
tion of which will better shape the future of the nation. 

My own relations with the Congress, which began on a re- 
mote and tenuous basis when, long ago, a member of the 
Senate appointed me to West Point, have since ranged to the 
intimate during the war and immediate post-war period, and 
finally to the mutually interdependent during these past eight 
years. 

In this final relationship, the Congress and the Administra- 
tion have, on most vital issues, cooperated well, to serve the 
nation good rather than mere partisanship, and so have assured 
that the business of the nation should go dears So my official 


relationship with the Congress ends in a feeling on my part, of 
gratitude that we have been able to do so much together. 

We now stand ten years past the midpoint of a century that 
has witnessed four major wars among great nations—three of 
these involved our own country. 

Despite these holocausts America is today the strongest, the 
most influential and most productive nation in the world. Un- 
derstandably proud of this pre-eminence, we yet realize that 
America’s leadership and prestige depend, not merely upon our 
unmatched material progress, riches and military strength, but 
on how we use our power in the interests of world peace and 
human betterment. 

Throughout America’s adventure in free government, our 
basic purposes have been to keep the peace; to foster progress 
in human achievement, and to enhance liberty, dignity and in- 
tegrity among peoples and among nations. 

To strive for less would be unworthy of a free and religious 
people. 

Any failure traceable to arrogance or our lack of compre- 
hension or readiness to sacrifice would inflict upon us grievous 
hurt, both at home and abroad. 

Progress toward these noble goals is persistently threatened 
by the conflict now engulfing the world. It commands our 
whole attention, absorbs our very beings. 

We face a hostile ideology—global in scope, atheistic in 
character, ruthless in purpose and insidious in method. Unhap- 
pily the danger it poses promises to be of indefinite duration. 
To meet it successfully there is called for, not so much the 
emotional and transitory sacrifices of crisis, but rather those 
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DWIGHT D. EISENHOWER 


which enable us to carry forward steadily, surely and without 
complaint the burdens of a prolonged and complex struggle— 
with liberty the stake. 

Only thus shall we remain, despite every provocation, on 
our charted course toward permanent peace and human better- 
ment. 

Crises there will continue to be. In meeting them, whether 
foreign or domestic, great or small, there is a recurring tempta- 
tion to feel that some spectacular and costly action could be- 
come the miraculous solution to all current difficulties. A hugh 
increase in newer elements of our defenses; development of 
unrealistic programs to cure every ill in agriculture; a dramatic 
expansion in basic and applied research—these and many other 
possibilities, each possibly promising in itself, may be suggested 
as the only way to the road we wish to travel. 

But each proposal must be weighed in the light of a broader 
consideration; the need to maintain balance in and among 
national programs—balance between the private and the public 
economy, balance between the cost and hoped for advantages— 
balance between the clearly necessary and the comfortably 
desirable; balance between our essential requirements as a 
nation and the duties imposed by the nation upon the individ- 
ual; balance between actions of the moment and the national 
welfare of the future. Good judgment seeks balance and 
progress; lack of it eventually finds imbalance and frustration. 

The record of many decades stands as proof that our people 
and their Government have, in the main, understood these 
truths and have responded to them well in the face of threat 
and stress. 

But threats, new in kind or degree, constantly arise. Of 
these, | mention two only. 

A vital element in keeping the peace is our military estab- 
lishment. Our arms must be mighty, ready for instant action, 
so that no potential aggressor may be tempted to risk his own 
destruction. 

Our military organization today bears little relation to that 
known of any of my predecessors in peacetime—or, indeed, by 
the fighting men of World War II or Korea. 

Until the latest of our world conflicts, the United States had 
no armaments industry. American makers of plowshares could, 
with time and as required, make swords as well. 

But we can no longer risk emergency improvisation of 
national defense. We have been compelled to create a per- 
manent armament’s industry of vast proportions. Added to this, 
three and a half million men and women are directly engaged 
in the defense establishment. We annually spend on military 
security alone more than the net income of all United States 
corporations. 

Now this conjunction of an immense military establishment 
and a large arms industry is new in the American experience. 
The total influence—economic, political, even spiritual—is felt 
in every city, every state house, every office of the Federal 
Government. We recognize the imperative need for this de- 
velopment. Yet we must not fail to comprehend its grave 
implications. Our toil, resources and livelihood are all involved; 
so is the very structure of our society. 

In the councils of Government, we must guard against the 
acquisition of unwarranted influence, whether sought or un- 
sought, by the military-industrial complex. The potential for 
the disastrous rise of misplaced power exists and will persist. 

We must never let the weight of this combination endanger 
our liberties or democratic processes. We should take nothing 
for granted. Only an alert and knowledgeable citizenry can 
compel the proper meshing of the huge industrial and military 
machinery of defense with our peaceful methods and goals, 
so that security and liberty may prosper together. 

Akin to, and largely responsible for the sweeping changes in 
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our industrial-military posture has been the technological 
revolution during recent decades. 

In this revolution research has become central. It also be- 
comes more formalized, complex and costly. A steadily increas- 
ing share is conducted for, by, or at the direction of the Federal 
Government. 

Today the solitary inventor, tinkering in his shop, has been 
overshadowed by task forces of scientists, in laboratories and 
testing fields. In the same fashion, the free university, his- 
torically the fountainhead of free ideas and scientific discovery, 
has experienced a revolution in the conduct of research. Partly 
because of the huge costs involved, a Government contract 
becomes virtually a substitute for intellectual curiosity. 

For every old blackboard there are now hundreds of new 
electronic computers. 

The prospect of domination of the nation’s scholars by 
Federal employment, project allocations and the power of 
money is ever present, and is gravely to be regarded. 

Yet, in holding scientific research and discovery in respect, 
as we should, we must also be alert to the equal and opposite 
danger that public policy could itself become the captive of a 
scientific-technological elite. 

It is the task of statesmanship to mold, to balance, and to 
integrate these and other forces, new and old, within the prin- 
ciples of our democratic system—ever aiming toward the 
supreme goals of our free society. 

Another factor in maintaining balance involves the element 
of time. As we peer into society's future, we—you and I, and 
our Government—must avoid the impulse to live only for 
today, plundering, for our own ease and convenience, the 
precious resources of tomorrow. 

We cannot mortgage the material assets of our grandchildren 
without risking the loss also of their political and spiritual 
heritage. We want democracy to survive for all generations to 
come, not to become the insolvent phantom of tomorrow. 

During the long lane of the history yet to be written America 
knows that this world of ours, ever growing smaller, must avoid 
becoming a community of dreadful fear and hate, and be, in- 
stead, a proud confederation of mutual trust and respect. 


Such a confederation must be one of equals. The weakest 
must come to the conference table with the same confidence 
as do we, protected as we are by our moral, economic and 
military strength. That table, though scarred by many past 
frustrations, cannot be abandoned for the certain agony of the 
battlefield. 

Disarmament, with mutual honor and confidence, is a con- 
tinuing imperative. Together we must learn how to compose 
differences—not with arms, but with intellect and decent 
purpose. Because this need is so sharp and apparent, I confess 
that I lay down my official responsibilities in this field with a 
definite sense of disappointment. As one who has witnessed 
the horror and the lingering sadness of war, as one who knows 
that another war could utterly destroy this civilization which 
has been so slowly and painfully built over thousands of years, 
I wish I could say tonight that a lasting peace is in sight. 

Happily, I can say that war has been avoided. Steady progress 
toward our ultimate goal has been made. But so much remains 
to be done. As a private citizen, I shall never cease to do what 
little I can to help the world advance along that road. 

So, in this, my last good night to you as your President, I 
thank you for the many opportunities you have given me for 
public service in war and in peace. 

I trust that, in that service, you find some things worthy. As 
for the rest of it, I know you will find ways to improve per- 
formance in the future. 

You and I—my fellow citizens—need to be strong in our 
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faith that all nations, under God, will reach the goal of peace 
with justice. May we be ever unswerving in devotion to prin- 
pe confident but humble with power, diligent in pursuit 
of the nation’s great goals. 

To all the peoples of the world, I once more give expression 
to America’s prayerful and continuing aspiration: 

We pray that peoples of all faiths, all races, all nations, 
may have their great human needs satisfied; that those now 
denied opportunity shall come to enjoy it to the full; that all 
who yearn for freedom may experience its spiritual blessings, 
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those who have freedom will understand, also, its heavy 
responsibility; that all who are insensitive to the needs of 
others, will learn charity, and that the scourges of poverty, 
disease and ignorance will be made to disappear from the earth; 
and that in the goodness of time, all peoples will come to live 
together in a peace guaranteed by the binding force of mutual 
respect and love. 

Now, on Friday noon, I am to become a private citizen. 
I am proud to do so. I look forward to it. 

Thank you, and, good night. 


oe a 
Latin America 
OPPORTUNITIES AND RESPONSIBILITIES 
By JOHN F. GALLAGHER, Vice President for foreign administration, Sears, Roebuck & Co., Chicago, Illinois 


Delivered to the International Trade Club of Chicago, Illinois, December 8, 1960 


at what Latin America is. It is: Twenty nations—20 
peoples with different cultures, economies, and histories. 

A land area 214 times the size of the United States. 

One hundred and eighty-eight million people—increasing 
at a rate of over 2) percent per year—one of the highest rates 
of growth in the world—with the population estimated to be 
500 million in year 2000. 

Youthful—over 40 percent of its population is under 15 
years of age. In the United States and Canada only 25 percent 
of the population is less than 15 years old. This means that in 
1975 there will be approximately 50 percent more people, be- 
tween the ages of 25 and 40, in Latin America than there will 
be in the United States and Canada. 

A major exporter of petroleum, coffee, sugar, copper, cotton, 
iron ore, bananas, cocoa, lead, nitrates, wool, and zinc. The 
United States is the customer for over 45 percent of the volume 
of these exports. 

A purchaser of 26 percent of all U. S. commercial exports. In 
1958, Latin America purchased 33 percent of our total exports 
of machinery, 43 percent of transportation equipment, 33 per- 
cent of dairy products, 30 percent of chemicals and related 
products, 32 percent of cotton manufactures, 37 percent of 
paper and paper products, and 35 percent of iron and steel mill 
products. 

The recipient of $9 billion of U. S. direct private invest- 
ments. 

It was the recipient of only 3.8 percent of the total economic 
and military aid given by the United States from July 1945, to 
July 1960. Europe received 41.1 percent, the Far East 17.2 per- 
cent, and the Near East 11.3 percent. 

Underdeveloped—50 percent of the people are undernour- 
ished, 40 percent are illiterate, poverty is widespread. 

Of major strategic, political, and economic importance to the 
United States. 

Undergoing political revolution. Dictators have recently been 
overthrown in Argentina, Colombia, and Venezuela, and one 
dictator has supplanted another in Cuba. 

Undergoing social revolution. The vast majority of the peo- 
ple are demanding better standards of living. 

Being infilrrated by international communism. Our best es- 
timates indicate that Communists are spending $100 million 
annually in Latin America. The USIA budget for this area is $6 
million. 

In need of sympathetic understanding of its problems and 
hopes and visible evidence of action to be taken as a result of 
that understanding. To do this means a greater response in our 
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public attitudes to the profound and rapid changes which are 
taking place in Latin American political, economic, and social 
structures. 

It means recognition of the fact that Latin America is in a 
race between evolution and revolution. The crucial question is 
whether Latin American democratic political institutions are 
sturdy enough to bring about the needed economic and social 
adjustments quickly enough. 

This, then, is Latin America. 

Youthful, growing, idealistic, nationalistic, producer of much 
that we consume, purchaser of much that we produce, friend 
and ally who is gravely troubled by social, economic and politi- 
cal pressure and problems. An area of great opportunity for 
businessmen willing to assume responsibilities. 

Before going into the broad area of business opportunity and 
responsibility, I would like to tell you about “Sears in Latin 
America,” our organization and its policies. 

We opened our first store in Havana, Cuba, in November 
1942, but the major expansion began in 1946 with the open- 
ing of a large store in Mexico City. We now operate some 59 
retail stores in Mexico, El Salvador, Costa Rica, Panama, 
Colombia, Peru, Brazil, Venezuela, and Puerto Rico. (Fidel is 
now operating the seven stores we had in Cuba.) 

Our fundamental belief is that an efficient system of product 
distribution is as essential as the product itself, and through 
efficient merchandising and operating we can make a very 
necessary and important contribution to the economy and to 
society in general. 

Our procedure, in establishing an operation, is to set up the 
type of corporate structure that will permit maximum retention 
of profits for the purpose of reinvesting approximately 50 per- 
cent of them in the country in which they were made. This 
reinvestment of profits permits the most rapid expansion of 
store facilities and merchandise inventories, facilitates the 
growth of our credit business and contributes to the develop- 
ment of the economy. 

* * . 

We had thought that we were making provisions in Cuba 
for the long-term security of our employees there at the time 
we established their profit-sharing fund and permitted them 
to purchase 18.8 percent of the stock of Sears, Roebuck de 
Cuba. Fidel Castro, however, has changed that. When his 
government expropriated Sears they also took over the profit- 
sharing fund. Now our employees have no ownership of the 
company. His government promised land reform—the Cubans 
are finding out that that means they will now work on com- 
munal farms. He promised better housing for the people. The 
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Cubans are now finding out that this means the elimination of 
privately owned housing and the institution of government 
owned and assigned living quarters. He promised that there 
would be a better standard of living for the people of Cuba and 
more individual freedom. Instead, he has imposed extreme taxes 
on the middle-class person and on industrial and commercial 
establishments to the extent that food, clothing, and other 
personal articles are both difficult to obtain and extremely high 
in price. The concepts of individual liberty have been complete- 
ly abandoned. Many of the Cuban employees of Sears, Roebuck 
de Cuba have fled the country because of their realization of 
what Castro and his government truly are. They are anxious to 
tell Sears employees in other Latin American countries what 
Castro is bringing to Cuba, no better economic, political, and 
social standards but instead, communism and a poorer life for 
all of his people. 
* 7 . 

U. S. business has a great stake in Latin America—the 
volume of trade and the moneys invested certainly indicate that 
—but the stake is even greater—for today Latin America is the 
battleground where the concepts and practices of the capital- 
istic system of free enterprise, our belief in individual rights 
and responsibilities, our very way of life, are being challenged 
by socialism and international communism. 

I had lived in Venezuela for approximately 3 years at the 
time of the overthrow of the Dictator Perez Jimenez. I saw 
professional Communists operating in the country within 10 
days after the change in government. They immediately moved 
into the university, newspaper, radio and television, labor 
unions, and administrative government posts. 

I was there when Vice President and Mrs. Nixon were in- 
sulted, spit upon, and had their lives endangered by mob action 
—action controlled and directed by many persons who were not 
Venezuelan, and completely uncontrolled by the almost non- 
existent police force. I was there during the year of provisional 
government, saw them organize and hold a free and honest 
election, and lived there for 1 year under the democratically 
elected regime of President Betancourt. 

During those last 2 years, we did a great deal of soul-search- 
ing for the answer to the violent anti-Americanism that was a 
part of this transition from dictatorship to democracy. We 
talked with Venezuelans of all walks of life to get their opinion 
and reactions. We found that they were disturbed because the 
U. S. Government had decorated and praised the Dictator Perez 
Jimenez—they resented that he had been permitted to enter 
and live in the United States—they did not understand our 
great concern over communism and our apparent lack of con- 
cern over their social and economic problems—they questioned 
whether many U. S. companies and individual Americans had 
the best interests of Venezuela at heart—and used as examples 
American lack of understanding of Venezuelan history and 
culture, lack of Spanish language training, lack of social inter- 
change, lack of contact with the people of Venezuela. They 
also complained about U. S. restrictions on the importation 
into the United States of their main export product—oil. 

We listened—and at first were quite resentful over what ap- 
peared to be many inaccurate views of our attitudes and be- 
liefs—and at the apparent lack of appreciation for the con- 
tribution that most businessmen believed their companies had 
made to Venezuela. Our thinking was clarified one day when 
one of the Americans who had lived in Venezuela for many 
years said * * * “Perhaps we should look at this situation 
through their eyes.” “Suppose that we were natives of the State 
of Texas and that cattle raising was the State’s main industry.” 
“Let's assume that the cattle industry was owned and managed 
by 40,000 Venezuelans who were living in Texas in a very 
comfortable manner as compared with the majority of us.” 
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“And then,” he asked “Do you suppose that we hypothetical 
natives of Texas would have been as considerate and courteous 
to those Venezuelans as they have been to us over the years 
that we have lived and worked in their country.” We came to 
understand that the revolt was one against authority—or just 
whatever it might be—government, business, church—much 
anti-Americanism was because we were there. But as we studied 
the situation further, we found that there was much that we 
could do to expand upon and develop the activities of indi- 
viduals and companies that had been well accepted, and to 
initiate additional programs where areas had been neglected. 
Regretfully, we concluded that in too many cases we had lim- 
ited our contribution to improving international understanding, 
to criticizing the U. S. State Department, and had neglected 
assuming our full personal responsibility as U. S. citizens and 
representatives of the U. S. business abroad. I do not mean to 
indicate that Latin Americans have not made mistakes or that 
they should not accept greater responsibility. I also do not mean 
to indicate that more could not be done by our Government 
representatives. It was obvious, however, that U. S. business 
could play a more responsible role. In these respects, our con- 
clusions were that, while Venezuela’s situation might require 
special emphasis not needed in another country, the basic fac- 
tors and problem areas were similar and the fundamental solu- 
tions were the same. 

Out of our concern, came the revitalization of the North 
American Association of Venezuela—an association that had 
been organized during World War II to entertain U. S. military 
personnel stopping over in Venezuela—and later to give as- 
sistance to indigent North Americans. 

We agreed that there were four groups or areas that needed 
immediate attention: 

1. The youngsters—up to college age. 

2. College age students and college or high school level 
teachers. 

3. Newspaper columnists and publishers, and radio and tele- 
vision personalities. 

4. Average Venezuelans who were in daily contact with 
North Americans. 

Based on this reasoning, we organized a sports program for 
youth, an educational committee for teachers and college stu- 
dents, a press relations committee to handle communications, 
and a friendship committee to improve person-to-person re- 
lationships. In our first year of operation, we raised over $200,- 
000 and engaged in several hundred projects. All the workers, 
except the executive director and his secretary, were volunteer 
members of the North American community. 

Our sports committee employed a U. S. bilingual athletic 
director who worked with organized youth groups. They 
trained track teams, gave support to Little League baseball, 
setup baseball clinics, gave support to youth organizations, rec- 
ommended scholarships, etc. While training the youngsters, the 
coach also taught them our ideals and principles. 

The educational committee found that the New York City- 
based executive director of an organization devoted to orienta- 
tion of foreign students for 12 years, had never visited Latin 
America, even though over 10,000 Latin Americans are attend- 
ing U. S. colleges and universities. He was brought to Vene- 
zuela, as was the president of U. S. College Student Advisers 
Organization where he was oriented to the situation; orienta- 
tion classes for Venezuelans going to the United States to school 
were organized; a weekend meeting of Venezuelan students in 
the New England States was arranged at the “Experiment for 
International Living” in Putney, Vt. Trips were arranged for 
Venezuelan educators to visit the United States to attend con- 
ferences. Contact was established with several U. S. universities 
to improve indoctrination of Venezuelan students. Scholarship 
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programs were reviewed, extended, developed. 

We came to realize that many of the students were return- 
ing to Latin America unimpressed with our country or its 
principles. We found that all too frequently this was because 
the student had registered, been assigned a room, and then had 
joined the international group at the school. Perhaps he did 
not make enough effort to make friends of us and get 
to know our country—but maybe we could have been more 
aggressive in seeing to it that he was invited by us to know our 
country and be our friend. 

The press relations committee arranged meetings between 
U. S. businessmen and Venezuelan newsmen; they organized 
meetings of joint Venezuelan-United States significance; they 
organized a seminar for 12 Venezuelan newsmen at Columbia 
University. This was so successful that the Venezuelans organ- 
ized a program in Venezuela for 12 leading U. S. journalists— 
a third seminar is planned for Northwestern University next 
spring. 

The friendship committee aggressively encouraged improved 
Spanish language training for U. S. personnel, arranged for 
contributions to a number of Venezuelan organizations who 
were carrying out work we believed in, setup a “civilian 
awards” program to give awards from U. S. organizations to 
leading Venezuelans, established relationships with the pro- 
Venezuela movement and the Catholic Church and assisted in 
orientation of newly arrived U. S. personnel. 

The activities enumerated above are only a small part of 
the total program. And it is continuing on an aggressive basis. 

I would like to ask each of you to ask yourself these ques- 
tions—because they represent a program for business in Latin 
America: 

Does my company have a specific program which demands 
that our U. S. executives and their wives, who live in Latin 
America, learn the local language? 

Are the U. S. personnel that we send to a given country in- 
doctrinated in the cuture, history, and psychology of that coun- 
try? Are they encouraged to become a personnel part of the 
local community? 
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Do our company publications abroad promote the concepts 
of free enterprise, democracy, and better community relations? 

Are our U. S. executives informed of U. S. Government 
policies and activities in the countries in which we operate? 

Does our company policy encourage active management 
participation in local civic and welfare activities abroad, includ- 
ing authority to make contributions to worthy organizations? 

Is our company abroad providing employment, training and 
managerial opportunities for local personnel? 

Do we have a plan for telling our U. S. Government, repre- 
sentatives, legislative, and executive, of the urgent concern 
we feel about Latin America, and are we ready to suggest to 
them that— 

1. Foreign military aid should be reduced in favor of ex- 
panded economic aid. 

2. More economic aid should go to Latin America. This eco- 
nomic aid should largely be in the form of very long term loans 
which would be used for the purpose of building schools, 
training teachers, improving roads, building water and sewage 
systems, etc. Private capital should be relied upon to develop 
industrial and commercial activities. 

3. That the U. S. information agency programs in Latin 
America should be greatly expanded, with particular emphasis 
on expanding the operations of the binational centers into 
low income areas. 

4. Is our company prepared to participate in and give finan- 
cial support to programs designed to promote improved inter- 
national understanding such as the North American Associa- 
tion in Venezuela to destroy the “Castro myth” and to fight 
for the principles of democracy and free enterprise? 

5. Are we willing to reinvest a portion of our profits in the 
country to which we export products or have invested? 

If you can say that your company is doing or is willing to do 
these things—then you have accepted the responsibilities that 
will permit you to enjoy the opportunities—and I am confident 
that Latin Americans will soon be saying to U. S. businessmen, 
“Yankee don’t go home.” 


State Of The Union 


MESSAGE TO CONGRESS 
By DWIGHT D. EISENHOWER, President of the United States 


Read to United States Congress, Washington, D. C., January 12, 1961 


NCE AGAIN it is my constitutional duty to assess the 

state of the Union. On each such previous occasion 

during these past eight years I have outlined a forward 
course designed to achieve our mutual objective—a better 
America in a world of peace. This time my function is dif- 
ferent. 

The American people, in free election, have selected new 
leadership which soon will be entrusted with the management 
of our Government. A new President shortly will lay before 
you his proposals to shape the future of our great land. To him, 
every citizen, whatever his political beliefs, prayerfully extends 
best wishes for good health and for wisdom and success in 
coping with the problems that confront our nation. 

For my part, I should like, first, to express to you of the 
Congress my appreciation of your devotion to the common 
good and your friendship over these difficult years. I will carry 
with me pleasant memories of this association in endeavors 
profoundly significant to all our people. 

We have been through a lengthy period in which the 


control over the executive and legislative branches of govern- 
ment has been divided between our two great political parties. 
Differences, of course, we have had, particularly in domestic 
affairs. But in a united determination to keep this nation 
strong and free and to utilize our vast resources for the ad- 
vancement of all mankind, we have carried America to 
unprecedented heights. 

For this cooperative achievement I thank the American 
people and those in the Congress of both parties who have 
supported programs in the interest of our country. 

I should also like to give special thanks for the devoted 
service of my associates in the executive branch and the 
hundreds of thousands of career employes who have imple- 
mented our diverse government programs. 

My second purpose is to review briefly the record of these 
past eight years in the hope that, out of the sum of these 
experiences, lessons will emerge that are useful to our nation. 
Supporting this review are detailed reports from the several 
agencies and departments, all of which are now or will shortly 
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be available to the Congress. 

Throughout the world the years since 1953 have been a 
period of profound change. The human problems in the world 
grow more acute hour by hour; yet new gains in science and 
technology continually extend the promise of a better life. 
People yearn to be free, to govern themselves; yet a third of 
the people of the world have no freedom, do not govern them- 
selves. The world recognizes the catastrophic nature of nuclear 
war; yet it sees the wondrous potential of nuclear peace. 

During the period, the United States has forged ahead under 
a constructive foreign policy. The continuing goal is peace, 
liberty, and well-being—for others as well as ourselves. The 
aspirations of all peoples are one—peace with justice in free- 
dom. Peace can only be attained collectively as peoples every- 
where unite in their determination that liberty and well-being 
come to all mankind. 

Yet while we have worked to advance national aspirations 
for freedom, a divisive force has been at work to divert that 
aspiration into dangerous channels. The Communist movement 
throughout the world exploits the natural striving of all to be 
free and attempts to subjugate men rather than free them. 
These activities have caused and are continuing to cause grave 
troubles in the world. 

Here at home these have been times for careful adjustment 
of our economy from the artificial impetus of a hot war to con- 
structive growth ir a precarious peace. While building a new 
economic vitality without inflation, we have also increased 
public expenditures to keep abreast of the needs of a growing 
population and its attendant new problems, as well as our 
added international responsibilities. We have worked toward 
these ends in a context of shared responsibility—conscious of 
the need for maximum scope to private effort and for state and 
local, as well as Federal, governmental action. 

Success in designing and executing national purposes, 
domestically and abroad, can only come from a steadfast 
resolution that integrity in the operation of government and 
in our relations with each other be fully maintained. Only in 
this way could our spiritual goals be fully advanced. 


FOREIGN POLICY 

On Jan. 20, 1953, when I took office, the United States was 
at war. Since the signing of the Korean Armistice in 1953, 
Americans have lived in peace in highly troubled times. 

During the 1956 Suez crisis, the United States Government 
strongly supported United Nations’ action—resulting in the 
ending of the hostilities in Egypt. 

Again in 1958, peace was preserved in the Middle East 
despite new discord. Our Government responded to the request 
of the friendly Lebanese Government for military help, and 
promptly withdrew American forces as soon as the situation 
was stabilized. 

In 1958 our support of the Republic of China during the 
all-out bombardment of Quemoy restrained the Communist 
Chinese from attempting to invade the offshore islands. 

Although, unhappily, Communist penetration of Cuba is 
real and poses a serious threat, Communist-dominated regimes 
have been deposed in Guatemala and Iran. The occupation of 
Austria has ended and the Trieste question has been settled. 

Despite constant threats to its integrity, West Berlin re- 
mained free. 

Important advances have been made in building mutual 
security arrangements—which lie at the heart of our hopes 
for future peace and security in the world. The Southeast Asia 
Treaty Organization has been established; the NATO alliance 
has been militarily strengthened; the Organization of American 
States has been further developed as an instrument of inter- 
American cooperation; the Anzus treaty has strengthened ties 
with Australia and New Zealand, and a mutual security treaty 
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with Japan has been signed. In addition, the CENTO pact 
has been concluded, and while we are not officially a member 
of this alliance we have participated closely in its deliberations. 

The “Atoms for Peace” proposal to the United Nations led 
to the creation of the International Atomic Energy Agency. 
Our policy has been to push for enforceable programs of 
inspection against surprise attack, suspension of nuclear testing, 
arms reduction and peaceful use of outer space. 

The United Nations has been vigorously supported in all 
of its actions, including the condemnations of the wholesale 
murder of the people of Tibet by the Chinese Communists 
and the brutal Soviet repression of the people of Hungary, as 
well as the more recent United Nations actions in the Congo. 

The United States took the initiative in negotiating the 
significant treaty to guarantee the peaceful use of vast Antarc- 
tica, 

The United States Information Agency has been trans- 
formed into a greatly improved medium for explaining our 
policies and actions to audiences overseas, answering the lies 
of Communist propaganda, and projecting a clearer image of 
American life and culture. 

Cultural, technological and educational exchanges with the 
Soviet Union have been encouraged, and a comprehensive 
agreement was made which authorized, among other things, 
the distribution of our Russian-language magazine Amertka 
and the highly successful American Exhibition in Moscow. 

This country has continued to withhold recognition of Com- 
munist China and to oppose vigorously the admission of this 
belligerent and unrepentant nation in the United Nations. 
Red China has yet to demostrate that it deserves to be con- 
sidered a “peace-loving” nation. 

With Communist imperialism held in check, constructive 
actions were undertaken to strengthen the economies of free 
world nations. The United States Government has given 
sturdy support to the economic and technical assistance ac- 
tivities of the United Nations. This country stimulated a 
doubling of the capital of the World Bank and a 50 per cent 
capital increase in the International Monetary Fund. The 
Development Loan Fund and the International Development 
Association were established. The United States also took the 
lead in creating the Inter-American Development Bank. 

Vice President Nixon, Secretaries of State Dulles and Herter 
and I traveled extensively through the world for the purpose 
of strengthening the cause of peace, freedom and international 
understanding. So rewarding were these visits that their very 
success became a significant factor in causing the Soviet Union 
to wreck the planned summit conference of 1960. 

These vital programs must go on. New tactics will have to 
be developed, of course, to meet new situations, but the 
underlying principles should be constant. Our great moral and 
material commitments to collective security, deterrence of 
force, international law, negotiations that lead to self-enforcing 
agreements and the economic interdependence of free nations 
should remain the cornerstone of a foreign policy that will 
ultimately bring permanent peace with justice in freedom to 
all mankind. 

The continuing need of all free nations today is for each 
to recognize clearly the essentiality of an unbreakable bond 
among themselves based upon a complete dedication to the 
principles of collective security, effective cooperation and peace 
with justice. 

NATIONAL DEFENSE 

For the first time in our nation’s history we have consistently 
maintained in peacetime military forces of a magnitude suf- 
ficient to deter and if need be to destroy predatory forces in 
the world. 

Tremendous advances in strategic weapons systems have 
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been made in the past eight years. Not until 1953 were ex- 
penditures on long-range ballistic missile programs even as 
much as a million dollars a year; today we spend ten times 
as much each day on these programs as was spent in all of 1952. 

No guided ballistic missiles were operational at the begin- 
ning of 1953. Today many types give our armed forces un- 
precedented effectiveness. The explosive power of our weapons 
systems for all purposes is almost inconceivable. 

Today the United States has operational Atlas missiles which 
can strike a target 5,000 miles away in a half hour. The 
Polaris weapons system became operational last fall and the 
Titan is scheduled to become so this year. Next year, more than 
a year ahead of schedule, a vastly improved ICBM, the solid 
propellant Minuteman, is expected to be ready. 

Squadrons of accurate Intermediate Range Ballistic Missiles 
are now operational. The Thor and Jupiter IRBM'’s based in 
forward areas can hit targets 1,500 miles away in eighteen 
minutes. 

Aircraft which fly at speeds faster than sound were still in 
a developmental stage eight years ago. Today American fight- 
ing planes go twice the speed of sound. And either our B-58 
medium range jet bomber or our B-52 long range jet bomber 
can carry more explosive power than was used by all com- 
batants in World War Il—Allies and Axis combined. 

Eight years ago we had no nuclear-powered ships. Today 
forty-nine nuclear warships have been authorized. Of these, 
fourteen have been commissioned, including three of the 
revolutionary Polaris submarines. Our nuclear submarines 
have cruised under the North Pole and circumnavigated the 
earth while submerged. Sea warfare has been revolutionized, 
and the United States is far and away the leader. 

Our tactical air units overseas and our aircraft carriers are 
alert; Army units, guarding the frontiers of freedom in Europe 
and the Far East, are in the highest state of readiness in peace- 
time history; our marines, a third of whom are deployed in 
the Far East, are constantly prepared for action; our Reserve 
establishment has maintained high standards of proficiency, and 
the Ready Reserve now numbers over 2,500,000 citizen- 
soldiers. 

The Department of Defense, a young and still evolving 
organization, has twice been improved and the line of com- 
mand has been shortened in order to meet the demands of 
modern warfare. These major reorganizations have provided 
a more effective structure for unified planning and direction of 
the vast defense establishment. Gradual improvements in its 
structure and procedures are to be expected. 

United States civil defense and nonmilitary defense capacity 
has been greatly strengthened and these activities have been 
consolidated in one Federal agency. 

The defense forces of our allies now number 5,000,000 
men, several thousand combatant ships, and over 25,000 air- 
craft. Programs to strengthen these allies have been consistently 
supported by the Administration. United States military as- 
sistance goes almost exclusively to friendly nations on the rim 
of the Communist world. This American contribution to na- 
tions who have the will to defend their freedom, but insuf- 
ficient means, should be vigorously continued. Combined with 
our allies, the free world now has a far stronger shield than 
we could provide alone 

Since 1953 our defense policy has been based on the as- 
sumption that the international situation would require heavy 
defense expenditures for an indefinite period to come, prob 
ably for years. In this protracted struggle, good management 
dictates that we resist overspending as resolutely as we oppose 
underspending. Every dollar uselessly spent on military mecha- 
nisms decreases our total strength and, therefore, our security. 
We must nor return to the “crash-program” psychology of the 
past when each new feint by the Communists was responded 
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to in panic. The “bomber gap” of several years ago was always 
a fiction, and the “missile gap” shows every sign of being the 
same. 

The nation can ill afford to abandon a national policy which 
provides for a fully adequate and steady level of effort, de- 
signed for the long pull; a fast adjustment to new scientific 
and technological advances; a balanced force of such strength 
as to deter general war, to effectively meet local situations and 
to retaliate to attack and destroy the attacker; and a strength- 
ened system of free world collective security. 


THE ECONOMY 

The expanding American economy passed the half-trillion 
dollar mark in gross national product early in 1960. The 
nation’s output of goods and services is now nearly 25 per 
cent higher than in 1952. 

In 1959 the average American family had an income of 
$6,520, 15 per cent higher in dollars of constant buying power 
than in 1952, and the real wages of American factory workers 
have risen 20 per cent during the past eight years. These facts 
reflect the rising standard of individual and family well-being 
enjoyed by Americans. 

Our nation benefits also from a remarkable improvement in 
general industrial peace through strengthened processes of 
free collective bargaining. Time lost since 1952 because of 
strikes has been half that lost in the eight years prior to that 
date. Legislation now requires that union members have the 
Opportunity for full participation in the affairs of their unions. 
The Administration supported the Landrum-Griffin Act, which 
I believe is greatly helpful to the vast bulk of American labor 
and its leaders, and also is a major step in getting racketeers 
and gangsters out of labor-management affairs. 

The economic security of working men and women has 
been strengthened by an extension of unemployment insurance 
coverage to 2,500,000 ex-servicemen, 2,400,000 Federal em- 
ployes, and 1,200,000 employes of small businesses, and by a 
strengthening of the Railroad Unemployment Insurance Act. 
States have been encouraged to improve their unemployment 
compensation benefits, so that today average weekly benefits 
are 40 per cent higher than in 1953. 

Determined efforts have improved workers’ safety standards. 
Enforceable safety standards have been established for long- 
shoremen and ship repair workers; Federal safety councils have 
been increased from fourteen to over 100; safety awards have 
been initiated, and a national construction safety program has 
been developed. 

A major factor in strengthening our competitive enterprise 
system, and promoting economic growth, has been the vigorous 
enforcement of antitrust laws over the last eight years and a 
continuing effort to reduce artificial restraints on competition 
and trade and enhance our economic liberties. This purpose 
was also significantly advanced in 1953 when, as one of the 
first acts of this Administration, restrictive wage and price 
controls were ended. 

An additional measure to strengthen the American system 
of competitive enterprise was the creation of the Small Business 
Administration in 1953 to assist existing small businesses and 
encourage new ones. This agency has approved over $1,000,- 
000,000 in loans, initiated a new program to provide long-term 
capital for small businesses, aided in setting aside $3,500,000,- 
000 in Government contracts for award to small business con- 
cerns, and brought to the attention of individual business men, 
through programs of information and education, new develop- 
ments in management and production techniques. Since 1952, 
important tax revisions have been made to encourage small 
businesses. 

Many major improvements in the nation’s transportation 
system have been made: 
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§ After long years of debate, the dream of a great St. 
Lawrence Seaway, opening the heartland of America to ocean 
commerce, has been fulfilled. 

§ The new Federal Aviation Agency is fostering greater 
safety in air travel. 

§ The largest public construction program in history—the 
41,000-mile National System of Interstate and Defense High- 
ways—has been pushed rapidly forward. Twenty-five per cent 
of this system is now open to traffic. 

Efforts to help every American build a better life have 
included also a vigorous program for expanding our trade 
with other nations. A four-year renewal of the Reciprocal 
Trade Agreements Act was passed in 1958, and a continuing 
and rewarding effort has been made to persuade other coun- 
tries tO remove restrictions against Our exports. 

A new export expansion program was launched in 1960, 
inaugurating improvement of export credit insurance and 
broadening research and information programs to awaken 
Americans to business opportunities overseas. These actions 
and generally prosperous conditions abroad have helped push 
America’s export trade to a level of twenty billion dollars in 
1960. 

Although intermittent declines in economic activity persist 
as a problem in our enterprise system, recent downturns have 
been moderate and of short duration. There is, however, little 
room for complacency. Currently our economy is operating at 
high levels, but unemployment rates are higher than any of us 
would like, and chronic pockets of high unemployment persist. 
Clearly, continued sound and broadly shared economic growth 
remains a major national objective toward which we must 
strive through joint private and public efforts. 

If government continues to work to assure every American 
the fullest opportunity to develop and utilize his ability and 
talent, it will be performing one of its most vital functions, 
that of advancing the welfare and protecting the dignity, rights, 
and freedom of all Americans. 


GOVERNMENT FINANCE AND ADMINISTRATION 

In January, 1959, the consumer's dollar was worth only 52 
cents in terms of the food, clothing, shelter and other items 
it would buy compared to 1939. Today, the inflationary spiral 
which had raised the cost of living by 36 per cent between 
1946 and 1952 has all but ceased and the value of the dollar 
virtually stabilized. 

In 1954 we had the largest tax cut in history, amounting to 
$7,400,000,000 annually, of which over 62 per cent went to 
individuals mostly in the small income brackets. 

This Administration has directed constant efforts toward 
fiscal responsibility. Balanced budgets have been sought when 
the economy was advancing, and a rigorous evaluation of 
spending programs has been maintained at all times. Resort 
to deficit financing in prosperous times could easily erode in- 
ternational confidence in the dollar and contribute to inflation 
at home. In this belief, I shall submit a balanced budget for 
fiscal 1962 to the Congress next week. 

There has been a firm policy of reducing Government com- 
petition with private enterprise. This has resulted in the dis- 
continuance of some 2,000 commercial industrial installations 
and in addition the curtailment of approximately 550 indus- 
trial installations operated directly by Government agencies. 

Also, an aggressive surplus-disposal program has been car- 
ried on to identify and dispose of unneeded Government-owned 
real property. This has resulted in the addition of a sub- 
stantial number of valuable properties to local tax rolls, and 
a significant monetary return to the Government. 

Earnest and persistent attempts have been made to strength- 
en the position of state and local governments ana thereby to 
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stop the dangerous drift toward centralization of governmental 
power in Washington. 

Significant strides have been made in increasing the ef- 
fectiveness of government. Important new agencies have been 
established, such as the Department of Health, Education, and 
Welfare, the Federal Aviation Agency, and the National Aero- 
nautics and Space Administration. The Council of Economic 
Advisers were reconstituted. 

The operation of our postal system has been modernized to 
get better and more efficient service. Modernized handling of 
local mail now brings next-day delivery to 168,000,000 people 
in our population centers, expanded carrier service now accom- 
modates 9,300,000 families in the growing suburbs, and 1,400,- 
000 families have been added to the rural delivery service. 
Common sense dictates that the postal service should be on a 
self-financing basis. 

The concept of a trained and dedicated government career 
service has been strengthened by the provision of life and 
health insurance benefits, a vastly improved retirement system, 
a new merit promotion program, and the first effective in- 
centive awards program. With no sacrifice in efficiency, Federal 
civilian employment since 1953 has been reduced by over a 
quarter of a million persons. 

I am deeply gratified that it was under the urging of this 
Administration that Alaska and Hawaii became our forty-ninth 
and fiftieth states. 


AGRICULTURE 

Despite the difficulties of administering Congressional pro- 
grams which apply outmoded prescriptions and which aggre- 
gate rather than solve problems, the past eight years brought 
notable advances in agriculture. 

Total agricultural assets are approximately $200,000,000,000 
—up $36,000,000,000 in eight years. 

Farm owner equities are at the near record high of $174,- 
000,000,000. 

Farm ownership is at a record high with fewer farmers in 
a tenant and sharecropper status than at any time in our 
nation’s history. 

The ‘“Food-for-Peace” program has demonstrated how 
surplus of American food and fiber can be effectively used to 
feed and clothe the needy abroad. Aided by this humanitarian 
program, total agricultural exports have grown from $2,800,- 
000,000 in 1953 to an average of about $4,000,000,000 an- 
nually for the past three years. For 1960, exports are estimated 
at $4,500,000,000 the highest volume on record. Under the 
Food-for-Peace program, the largest wheat transaction in 
history was consummated with India in 1960. 

The problems of low-income farm families received syste- 
matic attention for the first time in the Rural Development 
Program. This program has gone forward in thirty-nine states, 
yielding higher incomes and a better living for rural people 
most in need. 

The Rural Electrification Administration has helped meet 
the growing demand for power and telephones in agricultural 
areas. Ninety-seven per cent of all farms now have central 
station electric power. Dependence upon Federal financing 
should no longer be necessary. 

The Farm Credit Administration has been made an inde- 
pendent agency more responsive to the farmer's needs. 

The search for new uses for our farm abundance and to 
develop new crops for current needs has made major progress. 
Agricultural research appropriations have increased by 171 
per cent since 1953. 

Farmers are being saved approximately $80,000,000 a year 
by the repeal in 1956 of Federal taxes on gasoline used in 
tractors and other machinery. 


Since 1953, appropriations have been doubled for county 
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agents, home agents and the Extension Service. 

Eligibility for Social Security benefits has been extended to 
farmers and their families. 

Yet in certain aspects our agricultural surplus situation is 
increasingly grave. For example, our wheat stocks now total 
1,300,000,000 bushels. If we did not harvest one bushel of 
wheat in this coming year, we would still have all we could 
eat, all we could sell abroad, all we could give away, and still 
have a substantial carryover. 

Extraordinary costs are involved just in management and 
disposal of this burdensome surplus. Obviously important ad- 
justments must still come. Congress must enact additional 
legislation to permit wheat and other farm commodities to 
move into regular marketing channels in an orderly manner 
and at the same time afford the needed price protection to the 
farmer. Only then will agriculture again be free, sound, and 
profitable. 


NATURAL RESOURCES 

New emphasis has been placed on the care of our national 
parks. A ten-year development program of our National Park 
System—Mission 66—was initiated and 633,000 acres of park 
land have been added since 1953. 

Appropriations for fish and wildlife operations have more 
than doubled. Thirty-five new refuges, containing 11,342,000 
acres, have been added to the national wildlife management 
system. 

Our nation’s forests have been improved at the most rapid 
rate in history. 

The largest sustained effort in water resources development 
in our history has taken place. In the field of reclamation alone, 
over fifty new projects or project units, have been authorized 
since 1953—including the billion-dollar Colorado River 
Storage project. When all these projects have been completed 
they will have a storage capacity of nearly 43,000,000 acre-feet 
—an increase of 50 per cent over the Bureau of Reclamation’s 
storage capacity in mid-1953. In addition, since 1953 over 
450 new navigation flood control and multiple purpose 
projects of the Corps of Engineers have been started, costing 
nearly 6,000,000,000 dollars. 

Soil and water conservation has been advanced as never 
before. One hundred forty-one projects are now being con- 
structed under the Watershed Protection Program. 

Hydroelectric power has been impressively developed 
through a policy which recognizes that the job to be done 
requires comprehensive development by Federal, state and 
local governments and private enterprise. Teamwork is 
essential to achieve this objective. 

The Federal Columbia River power system has grown from 
two multipurpose dams with a 2,600,000 kilowatt capacity to 
seventeen multipurpose projects completed or under con- 
struction with an ultimate installed capacity of 8,100,000 
kilowatts. After years of negotiation a Columbia River Storage 
Development agreement with Canada now opens the way for 
early realization of unparalleled power, flood control and 
resource conservation benefits for the Pacific Northwest. A 
treaty implementing this agreement will shortly be submitted 
to the Senate. 

A farsighted and highly successful program for meeting 
urgent water needs is being carried out by converting salt 
water to fresh water. A 75 per cent reduction in the cost of 
this process has already been realized. 

Continuous resource development is essential for our ex- 
panding economy. We must continue vigorous, combined 
Federal, state and private programs at the same time preserving 
to the maximum extent possible our natural and scenic heritage 
for future generations. 


VITAL SPEECHES OF THE DAY 


EDUCATION, SCIENCE AND TECHNOLOGY 


The National Defense Education Act of 1958 is already a 
milestone in the history of American education. It provides 
broad opportunities for the intellectual development of all 
children by strengthening courses of study in science, mathe- 
matics and foreign languages, and by providing loans for 
young people who need financial help to go to college. 

The Administration proposed on numerous occasions a broad 
new five-year program of Federal aid to help overcome the 
classroom shortage in public elementary and secondary schools. 
Recommendations were also made to: give assistance to col- 
leges and universities for the construction of academic and 
residential buildings to meet future enrollment increases. 

This Administration greatly expanded Federal loans for 
building dormitories for students, teachers and nurses training, 
a program assisting in the construction of approximately 
200,000 living accommodations during the past eight years. 

There has been a vigorous acceleration of health, resource 
and education programs designed to advance the role of the 
American Indian in our society. Last fall, for example, 91 
per cent of the Indian children between the ages of 6 and 18 
on reservations were enrolled in school. This is a rise of 12 
per cent since 1953. 

In the field of science and technology, startling strides have 
been made by the new National Aeronautics and Space Ad- 
ministration. In little more than two years, N. A. S. A. has 
successfully launched meteorological satellites, such as Tiros I 
and Tiros II, that promise to revolutionize methods of weather 
forecasting; demonstrated the feasibility of satellites for global 
communications by the successful launching of Echo I; pro- 
duced an enormous amount of valuable scientific data, such as 
the discovery of the Van Allen radiation belt; successfully 
launched deep-space probes that maintained communication 
over the greatest range man has ever tracked; and made real 
progress toward the goal of manned space flights. 

These achievements unquestionably make us pre-eminent 
today in space exploration for the betterment of mankind. I 
believe the present organizational arrangements in this area, 
with the revisions proposed last year, are completely adequate 
for the tasks ahead. 

Americans can look forward to new achievements in space 
exploration. The near future will hold such wonders as the 
orbital flight of an astronaut, the landing of instruments on 
the moon, the launching of the powerful giant Saturn rocket 
vehicles and the reconnaissance of Mars and Venus by un- 
manned vehicles. 

The application of atomic energy to industry, agriculture, 
and medicine has progressed from hope and experiment to 
reality. American industry and agriculture are making increas- 
ing use of radio isotopes to improve manufacturing, testing, 
and crop-raising. Atomic energy has improved the ability of 
the healing professions to combat disease, and holds promise 
for an eventual increase in man’s life span. 

Education, science, technology and balanced programs of 
every kind—these are the roadways to progress. With appro- 
priate Federal support, the States and localities can assure 
opportunities for achieving excellence at all levels of the 
educational system; and with the Federal government continu- 
ing to give wholehearted support to basic scientific research 
and technology, we can expect to maintain our position of 
leadership in the world. 


Civit RIGHTS 


The first consequential Federal civil rights legislation in 
eighty-five years was enacted by Congress on recommendation 
of the Administration in 1957 and 1960. 

A new Civil Rights Division in the Department of Justice 
has already moved to enforce constitutional rights in such 
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areas as voting and the elimination of Jim-Crow laws. 
Greater equality of job opportunity in Federal employment 
and employment with Federal contractors has been effectively 
provided through the President's Committees on Government 
Contracts and Government Employment Practices. 
The Civil Rights Commission has undertaken important 
surveys in the fields of housing, voting, and education. 
Segregation has been abolished in the Armed Forces, in 
Veterans’ hospitals, in all Federal employment, and throughout 
the District of Columbia—administratively accomplished prog- 
ress in this field that is unmatched in America’s recent history. 
This pioneering work in civil rights must go on. Not only 
because discrimination is morally wrong, but also because its 
impact is more than national—it is world-wide. 


HEALTH AND WELFARE 


Federal medical research expenditures have increased more 
than fourfold since 1954. 

A vast variety of the approaches known to Medical science 
has been explored to find better methods of treatment and 
prevention of major diseases, particularly heart disease, cancer, 
and mental illness. 

The control of air and water pollution has been greatly 
strengthened. 

Americans now have greater protection against harmful, 
unclean, or misrepresented foods, drugs, or cosmetics through a 
strengthened Food and Drug Administration and by new 
legislation which requires that food additives be proved safe 
for human consumption before use. 

A newly established Federal Radiation Council, along with 
the Department of Health, Education, and Welfare, analyzes 
and coordinates information regarding radiological activities 
which affect the public health. 

Medical manpower has been increased by Federal grants for 
teaching and research. 

Construction of new medical facilities has been stepped up 
and extended to include nursing homes, diagnostic and treat- 
ment centers, and rehabilitation facilities. 

The vocational rehabilitation program has been significantly 
expanded. About 90,000 handicapped people are now being 
rehabilitated annually so they are again able to earn their own 
living with self-respect and dignity. 

New legislation provides for better medical care for the 
needy aged, including those older persons, who, while otherwise 
self-sufficient, need help in meeting their health care costs. 
The Administration recommended a major expansion of this 
effort. 

The coverage of the Social Security Act has been broadened 
since 1953 to make 11,000,000 additional people eligible for 
retirement, disability or survivor benefits for themselves or 
their dependents, and the Social Security benefits have been 
substantially improved. 

Grants to the states for maternal and child welfare services 
have been increased. 

The states, aided by Federal grants, now assist some 6,000,- 
000 needy people through the programs of Old Age Assistance, 
Aid to Dependent Children, Aid to the Blind, and Aid to the 
Totally and Permanently Disabled. 


HOUSING AND URBAN DEVELOPMENT 


More houses have been built during the last eight years— 
over 9,000,000—than during any previous eight years in 
history. 

An historic new approach—urban renewal—now replaces 
piecemeal thrusts at slum pockets and urban blight. Com- 
munities engaged in urban renewal have doubled and renewal 
projects have more than tripled since 1953. An estimated sixty- 
eight projects in fifty cities will be completed by the end of 
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the current fiscal year; another 577 projects will be under 
way, and planning for 310 more will be in process. A total 
of $2,000,000,000 in Federal grants will ultimately be required 
to finance these 955 projects. 

New programs have been initiated to provide more and 
better housing for elderly people. Approximately 25,000 
units especially designed for the elderly have been built, 
started, or approved in the last three years. 

For the first time, because of Federal help and encourage- 
ment, ninety metropolitan areas and urban regions and 1,140 
smaller towns throughout the country are making compre- 
hensive development plans for their future growth and 
development. 

American communities have been helped to plan water 
and sanitation systems and schools through planning advances 
for 1,600 public works projects with a construction cost of 
nearly $2,000,000,000. 

Mortgage insurance on individual homes has been greatly 
expanded. During the past eight years, the Federal Housing 
Administration alone insured over 2,500,000 home mortgages 
valued at $27,000,000,000, and in addition, insured more than 
10,000,000 property improvement loans. 

The Federal Government must continue to provide leader- 
ship in order to make our cities and communities better places 
in which to live, work, and raise families, but without usurp- 
ing rightful local authority, replacing individual responsibility, 
or stifling private initiative. 


IMMIGRATION 

Over 32,000 victims of Communist tyranny in Hungary 
were brought to our shores, and at this time our country is 
working to assist refugees from tyranny in Cuba. 

Since 1953, the waiting period for naturalization applicants 
has been reduced from eighteen months to forty-five days. 

The Administration also has made legislative recommenda- 
tions to liberalize existing restrictions upon immigration while 
still safeguarding the national interest. It is imperative that 
our immigration policy be in the finest American tradition of 
providing a haven for oppressed peoples and fully in accord 
with our obligation as a leader of the free world. 


VETERANS 


In discharging the nation’s obligation to our veterans, during 
the last eight years there have been: 

The readjustment of World War II veterans was completed, 
and the 5,000,000 Korean conflict veterans were assisted in 
achieving successful readjustment to civilian life; 

Increases in compensation benefits for all eligible veterans 
with service connected disabilities; 

Higher nonservice connected pension benefits for needy 
veterans; 

Greatly improved benefits to survivors of veterans dying 
in or as a result of service; 

Authorization, by Presidential directive, of an increase in the 
number of beds available for sick and disabled veterans; 

Development of a twelve-year $900,000,000 construction 
program to modernize and improve our veterans’ hospitals; 

New modern techniques brought into the administration 
of veterans’ affairs to provide the highest quality service pos- 
sible to those who have defended us. 


CONCLUSION 


In concluding my final message to the Congress, it is fitting 
to look back to my first—to the aims and ideals I set forth 
on Feb. 2, 1953: To use America’s influence in world affairs 
to advance the cause of peace and justice, to conduct the 
affairs of the Executive Branch with integrity and efficiency, 
to encourage creative initiative in our economy, and to work 
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toward the attainment of the well-being and equality of op- 
portunity of all citizens. 

Equally, we have honored our commitment to pursue and 
attain specific objectives. Among them, as stated eight 
years ago: strengthening of the mutual security program; 
development of world trade and commerce; ending of 
hostilities in Korea; creation of a powerful deterrent force; 
practicing fiscal responsibility; checking the menace of in- 
flation; reducing the tax burden; providing an effective internal 
security program; developing and conserving our natural 
resources; reducing governmental interference in the affairs 
of the farmer; strengthening and improving services by the 
Department of Labor, and the vigilant guarding of civil and 
social rights. 

I do not close this message implying that all is well—that 
all problems are solved. For progress implies both new and 
continuing problems and, unlike Presidential administrations, 
problems rarely have terminal dates. 

Abroad, there is the continuing Communist threat to the 
freedom of Berlin, an explosive situation in Laos, the problems 
caused by Communist penetration of Cuba, as well as the many 
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problems connected with the development of the new nations 
in Africa. These areas, in particular, call for delicate handling 
and constant review. 

At home, several conspicuous problems remain: promoting 
higher levels of employment, with special emphasis on areas 
in which heavy unemployment has persisted; continuing to 
provide for steady economic growth and preserving a sound 
currency; bringing our balance of payments into more reason- 
able equilibrium and continuing a high level of confidence in 
our national and international systems; eliminating heavily 
excessive surpluses of a few farm commodities; and overcoming 
deficiencies in our health and educational programs. 

Our goal always has been to add to the spiritual, moral, and 
material strength of our nation. I believe we have done this. 
But it is a process that must never end. Let us pray that 
leaders of both the near and distant future will be able to keep 
the nation strong and at peace, that they will advance the 
well-being of all our people, that they will lead us on to still 
higher moral standards, and that, in achieving these goals, they 
will maintain a reasonable balance between private and gov- 
ernmental responsibility. 


Voluntary Associations 


HYBRIDIZERS FOR DEMOCRACY 


By RAYMOND W. MILLER, Visiting Lecturer, Harvard University Graduate School of Business Administration, Lecturer, 
University of Pittsburgh School of Public and International Affairs, and President, Public Relations Research Assocsates, 
Washington, D. C. 


Delivered at the Annual Meeting of Producers Seed Company, Affiliate of Illinois Agricultural Association, Sherman Hotel, 
Chicago, Illinois, November 14, 1960 


N NOVEMBER 11, 1620—340 years ago—there an- 

chored off the shores of New England, a little ship 

which for many weeks had been tossed about in the 
waves of the Atlantic Ocean, and which had as its passengers 
a group of dissentients—people who were revolutionists 
against the existing order—who had freed their minds from the 
lethargy of superstition and the status quo of the Middle Ages 
—and who had found in their hearts a spark of something 
more than disease and drugery and death. 

These people did not know very definitely from whence 
they had sprung; for the most part, they could not trace their 
ancestors back for more than one or two generations before 
them. 

Neither did they know exactly where they were going—or, 
for that matter, what it would be like after they got there. 

But they knew what they wanted. And they were on their 
way! 

A new continent had been discovered—and was being set- 
tled. Land had been claimed in the name of the King of Great 
Britain. And these people, subjects of the King, had chosen to 
flee from their home—and from the persecution against their 
beliefs, both religious and economic. 

They had come here to North America, in order to find a 
place where they could live—and worship—and study—and 
think—as they saw fit. 

But, before they left the ship, they bound themselves to- 
gether to form a government—and to abide by its laws—for 
the greater good of all. 

They did this, as you of course know, by drawing up and 
signing the Mayflower Compact. 

In many respects, the Mayflower Compact marks the begin- 
ning of democracy in America. 

It was a clarion call for freedom. 


It was the first real manifestation on this continent of men 
and women wanting to break with the past, and to look to the 
future where they could work and toil—and grow and develop 
—with their fellow men on an equal basis. 

Its lines were few—its words simple—but perhaps better 
than any other document which had hitherto been written, it 
charted the way to a new world, and to a new mode of life. Let 
me read it to you: 

“In the name of God, Amen. We, whose names are un- 
derwritten, the loyal subjects of our dread sovereign Lord, 
King James, by the grace of God of Great Britain, France, 
& Ireland King, defender of the faith, etc., having under- 
taken for the glory of God and advancement of the 
Christian faith, and the honor of our King and country, 
a voyage to plant the first colony in the northern parts of 
Virginia, do by these presents, solemnly and mutually in 
the presence of God and one another, convenant and com- 
bine ourselves together into a civil body politic for our 
better ordering and preservation and furtherance of the 
ends aforesaid; and by virtue hereof do enact, constitute, 
and frame such just and equal laws, ordinances, acts, con- 
stitutions, and offices, from time to time, as shall be 
thought most meet and convenient for the general good 
of the colony; unto which we promise all due submission 
and obedience.” 

What this document says was vitally important to those who 
signed it. 

But even more important historically is the fact that it was 
drawn up and signed in unity and concord—by common con- 
sent—by voluntary action. 

Down through the centuries, few men—up to this time— 
had ever had a clear concept of the real meaning of the word 
voluntary—and those who did have, were given little, if any, 
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opportunity to express that meaning in action. 

But here, on a rocky seacoast—3,000 miles from home across 
a tumultous sea—a sea they knew they would never travel 
again to try to get back home—these people knew the meaning 
of “voluntary action”—and decided that voluntary action would 
henceforth be the central theme of their very existence. 

This was the beginning of North American voluntary as- 
sociation, voluntary organization, voluntary action—the basis 
upon which the whole continent has been developed—and 
which has spread around the world. 

Through the years, voluntary association has had its ups and 
downs—and this was true even among those who launched it 
in this land. 

But voluntary association was the right thing—and, if 
smothered in one spot, it broke out in another. And later, it 
came to be the basis of the Declaration of Independence—and 
ultimately, the basis of the Constitution whereby men volun- 
tarily relinquished their rights in certain phases of life to the 
power and control of the government with which they volun- 
tarily associated themselves. 

And, we today—the heirs of those centuries of voluntary 
association—have a government which possesses only those 
powers which the people have given it, reserving for themselves 
certain fundamental rights. 


VOLUNTARY ORGANIZATION WORKS Two WAYS 


Voluntary association—voluntary organization—benefits peo- 
ple. And voluntary association, in turn, receives the benefit of 
people—the benefit of people thinking and working together. 

Voluntary association is the very foundation upon which 
America’s greatness has been built. 

It is a recognition—and acceptance—of the fact that in- 
dividual good stems from the general good. 

It is the North Star to which men around the world with 
dreams and aspirations are gradually beginning to turn—not 
rapidly, for all this takes time to sink in. But, more and more, 
people everywhere are beginning to realize that they will find 
their own soul, and their own strength and basic security, only 
in voluntary association with other people. 

This is truly the new frontier. 

The ages of mankind have developed—and tested—many 
ways of life—many social and economic systems, and many 
systems of government. 

Plato, for example, in the centuries of the Greeks, brought 
forward in his work known as the Golden Age Republic, a 
concept of the ideal state. But Plato’s Republic was, in reality, 
only a smooth and streamlined framework for a highly décta- 
torial form of government. 

His Republic, when you come right down to it, was just 
about as much a republic as a completely dark room is a blaze 
of light! It was mot a system of government held together by 
voluntary association. 

Let me say again: Voluntary association—voluntary or- 
ganization—benefits people, and receives the benefit of people. 
It has within its own structure the basic thinking, the sound 
and creative thinking, of a lot of people. 

Why do I stress this? 

Because this is the fundamental difference—the dividing 
line—between the philosophy of the free world and the 
philosophy of the totalitarian states which are today trying so 
strenuously, and so ruthlessly, and so persistently to win the 
minds of men. 

Voluntary organizations are people's organizations. But dic- 
tators don’t like this idea; they want to keep it dark—they want 
to twist it into something else. 


TWISTING THE MEANING OF WORDS 
It is appalling to see how the dictator-type of person, who 
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has conquered so much of the world in the past 40 or 50 years, 
has—by the prostitution of semantics—and by the wrenching 
and contorting of the meaning of words—taken over basic, 
bedrock terms, and has made them stand for something entirely 
different frora what they were meant to express—and for 
which, of course, they were never intended to stand. 

One of these terms which the dictator has taken over and 
corrupted—a very simple term—is “people.” 

People are individuals. Individuals are important. They are 
far more important than the state. They have worth and dignity. 

The worth and dignity—and sensitivity and divine nature— 
of the individual should be preserved. But the dictator does 
not agree. The dictator puts the state ahead of the individual 
every time; he puts every individual citizen in second place. 

People—individuals—are the most important creation on 
earth. 

Without people, nothing would have value. 

Without people, the world as we know it, would be void. 

But, dictators and dictator countries want to make people 
into mere cogs in the wheels of time—mere slaves of the few. 

This is not for America—it is not good for anyone in the 
world. 

What is of constructive good is: free voluntary association 
of individuals, working together creatively for the good of 
society—for the greater good of all. 

Your own organization, which is meeting here today, is 
one of the type I am talking about. It does things for its mem- 
bers, which benefit them individually and as a group—and 
which no person, working single-handed and alone, could do 
for himself. 


A BREAKTHROUGH IN FOOD PRODUCTION 

You have learned how to take two or more breeds of corn 
and—by hybridization—to make out of them one improved 
breed that is far better than any of the others from which, in 
combination, it was produced. 

You have changed the food pattern—first, of the great 
Mississippi Valley—and, then, of the United States—and, now, 
you are rapidly changing the food pattern of the whole world 
by the basic work in hybridization which you people have done 
here in mid-American Valley. 

Nothing comparable to this breakthrough in knowledge has 
ever happened in food production since the beginning of time. 

But you people did it—and you are going to do a still better 
job tomorrow. You are certainly to be heartily congratulated— 
and sincerely commended. 

The reason I brought up the subject of hybridization here 
at this meeting is because I believe that voluntary associations 
are the principal hybridizers of democracy. 

Ir has been my privilege to visit many lands, ranging all 
the way from some of those which are today behind the Iron 
Curtain to those which enjoy the full freedom of the sun of 
democracy. And, it is my observation that the democratic 
system of government operates efficiently in direct proportion 
to the number of voluntary associations that the people of the 
country have set up and operate. 

All progress is composed of compromise—not compromise 
with principles, of course, but compromise with methods. 

The democratic system of life is based on this premise: that 
for the common good of the many, the individual desires of the 
few shall be compromised—mutual concessions shall be made. 

One of the most important things in a democracy—and one 
of the necessary things to do in a democracy—is to protect the 
rights and interests of a minority, so that minority thinking 
shall not be deluged and lost. 

In talking with expert hybridizers, I have found that this 
is one of the basic principles in hybridization—that, in order 
to produce a select end product, you must make certain that 
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at least a little of each one of the basic strains is preserved. 

And, just as the improved seed corn which has been de- 
veloped by your hybridization methods is now becoming the 
standard in much of the world today—in Italy, in Indonesia, 
in the Philippines, in Brazil, and even in the countries behind 
the Iron Curtain—democracy is now the goal of much of the 
world. 

Unfortunately, as other countries overseas have copied our 
American methods of operation of government, they have—in 
too many cases—failed to realize that democracy cannot be 
born fully developed and ready to function smoothly. 

There must be a period of time in which the people can 
catch up with the new concept of government—in fact, there 
must be a period of time in which the concept can be clearly 
explained to the people—and in which they can gain a full 
understanding of what it is all about. 

In other words, it is impossible to take a new democratic 
system of government, and suddenly to graft it, as it were, on 
to the old system of government—whatever that may have 
been—and io expect the new system to work smoothly and 
well. 

A PRACTICAL WAY TO LAUNCH A DEMOCRACY 

A practical way to launch democracy into a country is to 
begin with voluntary organizations—and to build up a multi- 
tude of associations, ranging all the way from farmer groups, 
such as this one here today, to widespread organizations, such 
as the Associated Press—or our credit unions, mutual funds, 
trade associations, chambers of commerce, and so on. 

When people gather together in small groups to help run 
their business, they are not only making industry function 
productively, but they are also developing a mental concept, 
which will give them a better grasp of what a democratic sys- 
tem of government actually is—and a better grasp of how a 
democratic system of government functions. 

We are living in a very strange time. No people on the face 
of the earth, from Adam and Eve, down to the year A.D. 1960 
have ever lived in such a period of rapid change as the day and 
age in which we are now living. 

Just as an example, in the year 1960, a score of new 
sovereign powers have been born on the continent of Africa. 

The various problems growing out of this situation could 
take several hundred years to solve. It would be different if all 
the new nations were working together toward common goals. 

One of the strengths we had in the early days of our country 
was the fact that the people had learned to do things together 
voluntarily back in the days of the Mayflower Compact. 

Then, when we had won the War of Independence, our 
people—instead of breaking up into 13 separate colonies— 
chose definitely, deliberately, to form a voluntary association of 
13 states—with the door left open for others, until today we 
have 50 states in the Union. 

In Africa, there are now more than 25 sovereign powers— 
with three or four more in the offing. 

Unless something unforeseen happens, by the year 1965, 
there will be 30 separate countries in Africa—each one small, 
each one groping for the future, and each one incapable of 
operating as its people and its sponsors want it to operate. 

One of the chief reasons is that there is practically no his- 
toric precedent within those countries for the voluntary as- 
sociation of men and women to find a future that is better 
for them than the past. These nations have come up out of 
the past with a dictatorial form of tribal government—with a 
colonial power—and the people just do not know how to work 
together. 

The hope must be, of course, that we can help them to “work 
together” and we still have to learn a bit more of that art our- 
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selves. This will be a demonstration of “know how” translated 
into “‘show how.” 


WorLD HISTORY 


The history of the world can be summed up in many ways. 
There was a time when we taught that practically everything 
could be learned from the rise and fall of the Roman Empire— 
and we forgot that at the time of the Roman Empire, there 
was also a greater empire in China. 

And then, we went through history—and as far as the 
average student going to school is concerned, history was this 
side of the Ural Mountains. We didn’t know much that hap- 
pened beyond, and schools are negligent even today in teaching 
the fact that the Urals were crossed, and the giant passes of 
the Himalayas were conquered, and Genghis Khan came out 
of the steppes of Asia—out of the deserts of Mongolia—and 
conquered the world from Korea to Israel, from the Pacific to 
the Mediterranean. 

And the little land that was conquered by Napoleon and 
Alexander the Great was an infinitesimal world compared to 
that which Genghis Khan and his descendants conquered. 

Today, I want to take you on a “little journey” into current 
world history. I am going to leave out most of the things that 
are normally discussed, and present the view of the world as 
I see it. 


THE NATURE OF THE IRON CURTAIN COUNTRIES 


In the Iron Curtain countries, I see three things: 

1. Confuston—When Marx threw his weapons of dia- 
lectical materialism against the power of the vested 
interests of bourgeois capitalism that had become su- 
preme in the 19th Century, he created confusion in 
the minds of men. 

2. Combat—The confused people took up the cudgels of 
war against those who had inherited power either of 
government or of wealth. And the combat finally ended 
—one phase of it—with the slaughter of the royal 
family of Russia and the disappearance of the landed 
and industrial aristocracy of Russia. 

3. Cynicism—These people that had gone from confusion 
to combat, then developed a loyalty based upon their 
cynicism that nothing could be right that had not come 
from the doctrine of Marx. In this cynicism, they 
developed a powerful force which today is engulfing 
much of the world. The growth of Marxism and Com- 
munism, as we call it, is based fundamentally on cyni- 
cism that came from frustration with experiences of 
individual people against vested political, economic or 
religious power. 

. .. Confusion, Combat, Cynicism. 


THE NATURE OF THE FREE WORLD 
On the coast of America—and at an earlier date, of course, 
there was a different picture. But it, too, was made up of three 
elements: 

1. Concern—This concern was for the welfare of man- 
kind. This concern was that the children of future 
generations might be better off than their own children 
had been. And basically, it was also a philosophy that 
the individual should have human dignity—and that 
what affected their brother affected themselves. 

2. Commitment—This concern basically developed into a 
commitment, and this commitment was to bring about 
a better land and a better life through voluntary action. 
This was one of the most amazing things that ever 
happened. 

Emerson, Thoreau, and the rest of the great galaxy 
of New England writers, and the political thinkers— 
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Jefferson, Madison, and yes, Jackson, and on down 
through to the days of Woodrow Wilson, Hoover, and 
Eisenhower—were full of the idea of commitment 
toward a cause. They were not afraid to call it a 
revolutionary cause. 

3. Cohesion—Out of this concern and commitment, there 
came a cohesion; there came a faith in a cause, and 
the cause was the fact of people being free to think, 
and let think. 

If one compares these two series of “C’s,” he finds that out 
of the first three—Confusion, Combat, and Cynicism—the 
ultimate answer is compulsion. To the other three—Concern, 
Commitment, and Cohesion—the ultimate answer is coopera- 
t10n. 

Compulsion versus cooperation is the basis of the present 
world problems. And these problems are not just found in the 
newspapers, nor are they merely political. These problems 
actually cost us time, effort, bloodshed and money. More than 
70 per cent of our national budget has gone to pay for war— 
past, present, or future—having to do with defense against 
those who would compel man to think as they think. 

We, as a nation, are committed to a philosophy of coopera- 
tion between governments. 

It was my privilege for many years to be the consultant on 
public relations for the Food and Agriculture Organization of 
the United Nations. It is a cooperative of member governments 
and is so defined and so operated. It will consist of close to 100 
governments before long, when the Africans all come in. 

And in my wanderings around the earth—some 300 thou- 
sand miles in the trouble spots of this planet—I came to a 
definite, simple conclusion that the battle of the world—the 
battle of the 20th Century—was between those who believed 
in compulsion and those who believed in cooperation. 

Boiling it all down, the disciples of Marx and the dictators 
of Asia and of Latin America, who are ruling a good share of 
the world today, rest upon the very simple word “shall”—you 
shall do it. “Shall” provides for no thinking on the part of the 
doer. He is ordered to do it. He must do it, and that is the end 
of the decision. It was made over his head. 

In the part of the world which I term the free world, which 
is trying to save the minds of men from going back into the 
oblivion from which they have only recently risen—in this 
part of the world—the important word is “should.” 

People are their own judges as to what they should or should 
not do. Should means conscience. Should means consideration 
for others. Should means that we as individuals owe a duty to 
others, and the thing that we should do is a thing that we will 
do. 

And because some people have recognized the value of 
should rather than trying to use shall, we have today a free 
world in which you and I were born and in which we should 
be very happy that we are a part. 


It Is WHAT We ACTUALLY Do THAT COUNTS 

Voluntary associations in the public interest, of which there 
are tens of thousands in the North American continent, are 
one of the unique contributions that we have been able to send 
both East and West to people in other parts of the world. We 
don’t expect them to copy what we have done—but, from this 
functioning of voluntary organizations, to begin themselves to 
build a stability—a ground swell for freedom which always 
comes from voluntary association in the public interest. 

It might be that voluntary associations could best be summed 
up in a simple expression which has come down through the 
ages: “It is not what we ave, but what we do with it that 
counts.” 

Let's analyze that. Those who are selfish and live unto them- 
selves, as did King Midas of old or the feudal barons of the 
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Middle Ages, or the modern “petty kings” of capitalism who 
would take over the fruits of freedom in this country save for 
the Sherman Anti-trust Act—they look upon property as power. 

Millions and millions of dollars mean more and more power 
than the person with merely hundreds of dollars. 

The voluntary associations came along, a unique contribution 
in the long history of man striving for something, and said, 
“Here—it’s not what you have, but what you do with it that 
counts. And if you work with your neighbor, and pool your 
common interest, individuals can have the benefit of large 
aggregations of either money or professional abilities, or merely 
just common sense; and that it is not money that makes power 
—but, in the long run, what we do with it. 

Voluntary associations stand for many things because they 
cover a multitude of fields. In the past quarter of a century, I 
have either been a visitor at, an officer of, or a speaker for, 
hundreds of voluntary organizations. I have kept a running 
score as to what they really stand for, and what seems to be a 
cross current of thinking in them as to what is their ultimate 
objective. 

My experience has ranged from voluntary groups, organized 
to promote the interest of a certain vocational group of people, 
to meetings of the giant press associations in the United States 
and Canada that are cooperative ventures owned by individual 
newspapers. 

I had the privilege of writing a chapter of a book published 
by the American Institute of Banking, which is a cooperative 
venture of bankers, aimed to help young bankers become better 
educated. And, as you know, I had the privilege of being presi- 
dent of the American Institute of Cooperation, which is an 
organization composed of a cross section of farm cooperatives. 

I have made basic studies for consumer cooperative groups, 
and have addressed meetings such as the National Periodical 
Publishers Association, Rotary Clubs, Chambers of Commerce, 
Bar Associations, all of which fall in the field of voluntary 
associations, 


THE FUNDAMENTAL PURPOSE 
OF VOLUNTARY ORGANIZATIONS 

So, here is my summary as to what I believe to be their 
fundamental purpose. You might take it as a score card. Check 
your own organization against it, and see how you come out in 
my evaluation. 

I have eliminated from this score everything having to do 
with mere material gain which will come about as the result 
of these organizations being there. That is a vital and necessary 
part of it—but over and above the gain, there is a philosophy 
in them of a spiritual concept basically aimed— 

First, to help individual members become oriented to life. 

The second purpose: They help members to think rather 
than drift. 

Third: No person can be a part of a voluntary organization 
on more than just a dues-paying basis without realizing that 
the function of the true voluntary organization is to answer the 
question, What is the purpose of life? 

Fourth: What kind of a person do I want to be? If you read 
hundreds of reports of these associations as I have, you will find 
running through them more and more a spiritual concept— 
what kind of a person do I want to be? 

Fifth: What kind of a civilization do we want to build? 
Voluntary associations today spend more time in their meetings 
on this general theme than on any other. What kind of a 
civilization do we want to build? 

Sixth: How can I make the most of myself? Nearly every 
voluntary organization in America today has on its program 
at its annual meeting, or in some of its local meetings or in 
its printed trade association material, the basic information 
leading to how I can make the most of myself—not money- 
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wise, but in character. How can I be of better service to my 
community? 

As an example, the Boy Scouts of America, perhaps the 
greatest voluntary organization of youth in the free world, 
is itself a product of cooperative effort on the part of thousands 
of other voluntary organizations which have the general phi- 
losophy of how can I make the most of myself?—which is a 
prelude to the final purpose of voluntary organizations, which 
I find is: How can I best contribute to the uplift of humanity? 


FOR THE UPLIFT OF HUMANITY 

Having spent much of a lifetime in reading and attending 
conferences, | have come to a basic conclusion and that is this: 
that the voluntary association is the only instrumentality yet 
on the face of the earth that has as its stated or unstated pur- 
pose that its aim is for the uplift of humanity. 

Immediately someone may say, “Why, Mr. Miller, there are 
voluntary associations of anarchists, and voluntary associations 
of dictatorial communists.” 

My answer to that is that, having met men that were a part 
of such groups, I find that they were not voluntary. They 
may have been at first, voluntary—the individual may have 
unwittingly gone in—but he is then kept in the organization 
by fear—fear—which is the antithesis of freedom which is the 
basis of voluntary association. 

Voluntary associations perform one of the most amazing 
functions the mind of man has ever conceived. They are the 
great pioneers to advance the frontiers of human knowledge. 
Monopoly, trusts, dictatorial forms of government are not 
basically concerned about the advancement of human knowl- 
edge. Cooperative organizations, whether they be in the field of 
scientific research such as yours—or whatever they may be— 
remind me of a miner with a pickaxe going out to find another 
ledge. Voluntary associations recognize the eternal fact that 
knowledge was here from the beginning—that invention is a 
word of arrogance; that discovery is a word of humility. 
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Those who believe in monopoly, which is the antithesis of 
cooperation, are very strong in using the word invention, and 
defending that word. 

Invention is a word often used by people who look upon 
themselves as being equal to, or superior to, God Almighty. 

Discovery, is a word of humility—and I have found that in 
voluntary association, there is a definite tendency to be humble 
and modest in recognizing that the group has performed a func- 
tion, rather than the individual—and that together, they have 
discovered something and have not been petty kings who 
classify themselves as inventors. 

One more point: Motivation—Man moves by motivation. 
Left to his own devices, as a rule, his great motivation is greed 
—greed. That is the fundamental foundation upon which 
individual man stands with his selfish self. 

Down through the ages, greed has been the motivating force 
of most of those with power. Greed breeds dictatorship; 
greed breeds trouble; greed ultimately breeds chaos and 
anarchy. 

The voluntary association is the counter-force that can 
destroy greed, and the motivation of the voluntary association 
should be the opposite of greed which is respect. 

This has been a rich experience talking to you people, and 
I hope that you will not think that I have covered too wide a 
field or given too many answers. I have tried to mirror to you 
those things which in the benevolence of God, I have been 
able to see over a long period of years. 

Perhaps my talk will remind you of the story of the man 
who worked in an organization of the United States Mili- 
tary, and his job was to try to figure out answers to problems. 
When he got home his wife said, “Well, have you had a good 
day,” and he said, 

“Yes, I have had a perfectly grand day, but I have a real 
problem.” And she said, “What is it?” 

He said, “We haven't any more problems to answer, but I 
have a lot of answers left over.” 


The Recognition Of Red China 


OUR POLICY OF NON-RECOGNITION IS SOUND 
By RICHARD CARDINAL CUSHING, Archbishop of Boston, Massachusetts 


Delivered at a dinner, Roberts Center, Boston College, Boston, Massachusetts, October 13, 1960 


HE CONTROVERSY over the recognition of Red 

China has lasted for 10 years and attained greatest 

publicity and, indeed, success at recent meetings of the 
United Nations. The question is, Should other nations and 
especially the United States diplomatically recognize the 
present regime on the mainland of China? If we do, Red 
China would be in a good position to occupy the Chinese seat 
in the United Nations and to adjust her international relations 
with the free nations. If that ever happens, we might be forced 
to withdraw entirely from the U. N. But despite the fact that 
the margin of victory for the American position was smaller 
this year in the U. N. than it had ever been before, I do not 
believe that we are fighting for a lost cause. 

The arguments relating to recognition have changed some- 
what with the passing of time. But, the main principles, like 
all fundamental principles never change. 

The advocates of closer diplomatic ties between the United 
States and Communist China and the replacement of free 
China in the United Nations by Red China base their argu- 
ments ON various assumptions: 

If we are realistic we must recognize Communist China. 


The Communists are in power on the mainland of China. 
There is little that we, or the free Chinese on Formosa can do, 
to change the situation. We must be realistic. We cannot ignore 
600 million people on the mainland of China. We must 
accept the Communist regime that governs them. To this 
assumption we reply: 

To recognize Communist China would betray American 
principle and practice. Communist China in no way represents 
the will or aspirations of the Chinese people. It came to power 
by force and deceit and continues to hold power by force. 
Today, after 10 years, less than 2 per cent of the people 
belong to the Chinese Communist Party. It has maintained 
control by constant purges and the liquidation of at least 
18 million Chinese. It has subjugated 600 million people, but 
it has not won their hearts. 

Even though the policy of our Government in recognizing 
others necessarily permits some elasticity, yet its fundamental 
principle has been that of Jefferson, who in 1792 said, “It is in 
accord with our principles to acknowledge any government to 
be rightful which is formed by the will of the nation, sub- 
stantially declared.” Insistence on the substantial nature of 
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the declaration of popular approval has remained the guiding 
principle of the policy and practice of the United States to the 
present time. Effective control of a country depends on popular 
consent of the governed rather than on an external form of 
government. 

The second argument in favor of recognition is rooted in 
trade and its possibilities. It is stated that, if we recognize 
Communist China, we shall expand our trade. Red China is a 
great potential market for western production. Since other free 
nations, notably Britain, are trading with Red China, the 
American embargo, with its ban on United States-Red China 
trade, has become academic and impractical. Recognition of 
the regime would provide the means for furthering the interests 
of American firms in the Far East. 

The very opposite is the truth. Recognition of Red China 
would result in trade beneficial to the Red government, not to 
the free world generally or the United States in particular. 
Great Britain, one of the first non-Communist countries to 
recognize the Red regime, found the answer the hard way. 
After the Communist occupation of the mainland, British in- 
vestments amounting to hundreds of millions of dollars were 
promptly confiscated by the Red government. 

For our country, which once did a $1 billion business in 
China, the prospects of trade are virtually nil. If we have any 
doubt about this, we should recall the story told by a repre- 
sentative of an American business firm in China. He was per- 
mitted to leave the Chinese mainland in the summer of 1956, 
after his company had suffered losses totaling nearly $5 million. 
“Our companies,” he said, “were wrung dry like dishrags until 
we had lost everything. To all intents and purposes, this was 
the swan song of American business in China.” 

Red China is definitely committed to trading with other 
members of the Communist bloc and they only trade with the 
Western nations when it suits their political purpose and when 
it is made on their terms. It is a matter of record that Red 
China's exportable surplus, estimated at $4 billion; 80 per cent 
or $3,200 million, is earmarked for Russia and its satellites. 
In return, Red China is required to spend what it gets from 
its exports to buy goods from Russia and other Communist 
States. 

We also know from experience that China will never pur- 
chase from the free world anything other than strategic materi- 
als for purpose of war and that to ease our restrictions on trade 
with Red China would give prestige to the regime and bolster 
its economy. It would undoubtedly improve Communist China's 
business relations with the smaller nations in Asia. Her cut- 
price dumping policy in exporting rice and tin has already 
disturbed the predominant rice economy of Thailand and 
Burma, and the predominant tin industry of Malaya. 

Furthermore, it has been revealed again and again that Red 
China is engaged in narcotics smuggling on a gigantic scale. 
Drugs are a state monopoly, a foreign exchange earner, and a 
political and economic weapon for furtherance of Communist 
expansion. In 1955, it was estimated that the narcotics sold 
in America were valued at $350 million. Trade with Red China 
would expose ourselves to more extensive traffic in drugs. 

The third argument for the recognition of Red China per- 
tains to the peace of the future. It is said if we recognize Com- 
munist China we shall relieve international tensions, the roots 
of war. Crises and tensions exist everywhere in Asia. They 
are the results of our failure to recognize Communist China. 
By breaking diplomatic relations and forbidding ourselves to 
communicate with the Reds, we deprive ourselves of the 
means whereby we might pursue peace without risk of war. 

This argument is not very strong. 

The systematic exploitation of world tensions is the very 
essence of Communist technique. Red China is deliberately 
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seeking to increase tensions of every kind; intellectual, political, 
economic, social, diplomatic, and military, to a point beyond 
endurance b« the free world. When relief is sought by con- 
cessions, new tensions are created. Communism, both in Russia 
and in China, operates under this strategy. Conflict must never 
cease. Neither Soviet Russia nor Red China can accept a true 
peace. They will stop creating tensions only when their policy 
of world conquest has been completely carried out or when 
they are themselves placed under counter pressures, political, 
economic and psychological, so great that they must make long 
overdue concessions to justice and a humanly acceptable world 
order. 

Mao Tse-tung declared that “political power grows out of 
the barrel of a gun.” Recently this axiom was reaffirmed by 
the Peiping Defense Minister when he said: “Our policy is a 
policy of fight fight, stop stop—half fight, half stop. This is no 
trick but a normal thing.” This expresses the very basis 
of the entire philosophy of communism. 

At times we must negotiate but we can do so without recog- 
nizing such a government. We negotiated the Korean armi- 
stice with Chinese Communists. We took part with them in 
the Geneva Conference of 1954 which ended the hostilities in 
Indo-China. Since August 1955, we have conducted negotia- 
tions at the ambassadorial level with them, first at Geneva and 
later at Warsaw. We sought thereby to bring about the libera- 
tion of Americans unlawfully detained in Communist China, 
and to establish a condition of tranquility in the Formosa area. 

If Red China is sincere in carrying on negotiations with us, 
she could freely do so through existing channels. Experience 
indicates that the regime seeks recognition in order to gain 
more strength and prestige to advance international tensions 
rather than to relieve them. Even though China has been 
plagued by widespread flood and drought, the Red government 
refused assistance offered by the International Red Cross which 
sought to relieve the miseries of the Chinese people. This is 
a proof that the Communists do not even wish to remove the 
internal tension of their own society. How then can we expect 
them to lessen tensions toward other peoples? 

Red China, by Peiping’s own admission (for whatever it’s 
worth) is having the worst drought in the 11 years the Com- 
munists have ruled. 

As a result, the overworked peasants of the communes face 
the prospect of going on rations only a scant margin above sub- 
sistence level. 

But note this: Less than a month ago Communist China 
signed an agreement for a $25,000,000 loan to the leftward- 
leaning African State of Guinea, “free of interest and with no 
conditions attached.” The stated idea of this outlay is to 
“strengthen the friendship and solidarity of the peoples of 
China and Guinea.” 

Meanwhile, Peiping boasts of quadrupled food exports over 
the past 7 years. This, together with such propaganda loans as 
to Guinea, means a ruthlessly enforced famine to enhance the 
glories of communism and plant the Red flag in still another 
country. 

The fourth argument for the recognition of the totalitarian 
rulers of China is a sort of corollary from the third. It states 
that: To recognize Communist China does not signify our 
approval. Recognition implies neither approval nor disapproval. 
It is only a practical arrangement suitable for maintaining 
contact with the regime. We recognized Soviet Russia in 1933. 
Why should we not do the same with Communist China, as a 
tyranny no different from that of Communist Russia. 

The truth is that to receive recognition from the strongest 
and most influential country in the world after recognition 
was first denied would be a triumph for Red China almost 
as great as a military victory. Recognition in this case would 
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imply something more than approval. It would imply capitu- 
lation, surrender. It is the most dangerous thing that we 
could possibly do. Who among those clamoring for recognition 
of Red China would ever support recognition of Hitler's Ger- 
many now that its barbarous conduct has been revealed? How 
much good did recognition of that regime ever accomplish? 

It is true that we recognized Soviet Russia in 1933. Among 
the conditions were that Russia would not interfere in U. S. 
affairs. The Soviet Union has not kept that condition or any 
other important international commitment. We have a long 
and well-documented history of Communist duplicity. Such 
cynical betrayal of truth has never been equalled in the history 
of mankind. Had there been clear warning about Soviet 
Russia's insincerity, it is doubtful if recognition would have 
been accorded in the first place. In the case of Communist 
China, we have been unmistakably forewarned. 

As the late John Foster Dulles has said, “Internationally the 
Chinese Communist regime does not conform to the practices 
of civilized nations; does not live up to its international obliga- 
tions; has not been peaceful in the past, and gives no evidence 
of being peaceful in the future. Its foreign policies are hostile 
to us and our Asian allies. Under these circumstances, it would 
be folly for us to establish relations with the Chinese Com- 
munists which would enhance their ability to hurt us and our 
friends.” 

Finally, it is contended that if we recognize Communist 
China we shall drive a wedge between China and Russia. Let 
us admit for the sake of argument that there is some discord 
between Peiping and Moscow. Yet the area of discord is ac- 
cepted by both Governments and subordinated to one common 
mission of the Soviet-Peiping coalition, the domination of the 
entire world. Their unity is further consolidated by the fact 
that both face a common obstacle, the United States. Eco- 
nomically, politically, and militarily, Peiping depends upon 
Moscow. From the foundation of the Chinese Communist 
Party, no one demonstrated any lack of fidelity to communism 
either in the teaching or in the practice of the present rulers 
on the mainland of China. 

Because of their fidelity to the realization of a universal em- 
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pire, it should be presumed that Russia and Red China will 
act as a team for the indefinite furure. They would be im- 
mensely strengthened in prestige and effectiveness if recogni- 
tion were accorded by the United States. Otherwise, why all 
the support from the leader of the Kremlin and his entourage 
at the United Nations? 

Let us also remember that recognition of Red China could 
mean the liquidation of free China and the acceptance of Red 
China into the United Nations. 


The anti-Communist Government of the Republic of China 
on Formosa is a symbol of Chinese opposition to communism. 
It is the only rallying point in the world for non-Communist 
Chinese, the only focus of loyalty for millions of Chinese on 
the mainland and throughout southeast Asia. If the Republic of 
China on Formosa was ever liquidated, it would extinguish a 
beacon of hope for millions on the mainland. The 10 million 
people on that island would be delivered to the slavery of the 
Communists and the 12 million oversea Chinese would become 
subject to further pressure as instruments of infiltration and 
subversion in the countries where they reside. As for admission 
of Communist China to the United Nations, Red China is cer- 
tainly not qualified for membership under the terms of the 
charter of that organization. 


We know that out position is just. We also know that our 
anti-Communist effort must stand fast and firm. Our policy of 
nonrecognition of communistic China is absolutely sound. This 
policy along with out continued political, economic, cultural 
and military support of the free democratic forces throughout 
Asia represents one of the glories of our country in this 20th 
century. Whatever our failure in the details of application, our 
policies are fixed on principles that we cannot change without 
terrible damage to free China, to the free world and to our own 
country. 

Your presence here tonight is proof that you agree with all 
this—for you are giving your support to the foundation of a 
university on Formosa that one day will send forth future 
Chinese leaders trained under the age-old principles founded 
on the laws of God and the dignity and the freedom of man. 


ae 
Toward Understanding Through Speech 
SPEAK CAREFULLY, LISTEN CLOSELY 
By ANDREW THOMAS WEAVER, Professor of Speech, University of Wisconsin, Madison, Wisconsin 


Delivered at the All-Convention Luncheon of the Speech Association of America, St. Louis, Missouri, December 29, 1960 


ORE THAN half a century ago, one of my college 
teachers informed me that one sure hall-mark of a 
gentleman is the ability to receive a compliment 

gtacefully and say simply “Thank you.” So, for the generous 
words of my good friend, Kenneth, I say with deep apprecia- 
tion, thank you. At my age, flattery does not turn my head, but 
it does lift my morale. 

This year I am celebrating my golden anniversary as a 
teacher of Speech. My words today will be my valedictory to 
this Association of which I have been a member for forty-five 
years. I am painfully aware that I shall not be able to open to 
you any exciting new vistas of thought, but I do hope that 
I may be able to speak some word that will bring home to you 
one of the strongest convictions that has grown up within me 
through the years. 

Today I shall not discuss the “sales-talk” uses of speech. I 
shall not concern myself with the clever arguments of candi- 


dates competing for the prize of public office. I shall not be 
thinking of such mighty rhetoric as that which Cicero hurled 
against Catiline. What we have thought and taught about the 
power speech gives us over others is not now the object of my 
consideration. For the few moments you lend me, I am asking 
that we focus our attention upon a nobler and more basic role 
of speech in the lives of men. I suggest that we raise our sights 
above the lowlands where speech serves self-interest to the 
higher plateau where it brings the satisfactions of companion- 
ship and mutual understanding. All too often, I think, we have 
emphasized the objective of manipulating and controlling our 
fellow man to satisfy our egoistic drives, and have neglected 
the loftier goals of cooperation and understanding. 

There is no deeper craving of the human heart than the 
hunger for understanding. Individuals, communities, and peo- 
ples yearn to be understood. The other day I read a touching 
statement by Pearl Buck, in which she relates the experiences 
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that have come to her as the result of having a mentally-re- 
tarded daughter. She testifies that her contacts with other 
parents of similarly afflicted children have brought her the rare 
happiness of knowing that her problems have been completely 
understood. Misery does indeed love company, and, most of all, 
the chance to talk with such company. Professor Carl Rogers 
has demonstrated the therapeutic power of providing unhappy, 
maladjusted people with sympathetic listeners into whose un- 
derstanding ears they can pour their thoughts and feelings 
without restraint. 


Sometimes the craving for understanding crops out in un- 
expected places. Lester Markel, Editor of the Sunday New York 
Times, is quoted in NEWSWEEK for December 6, 1960, as 
saying: “I lunched with Marilyn Monroe recently and she said, 
‘I think that the job of the intellectual is to communicate with 
people like me.’ Well, she’s dead right,” says Mr. Markel who 
then expresses the opinion that his editorship should be a means 
of giving people like Miss Monroe an increased comprehension 
of the world! Now there’s a real challenge! Evidently it was too 
much for Joe DiMaggio and Arthur Miller. 

The other day I read the strange story of a worker in the 
steel mills down in the Chicago area who, in his spare time, 
had earned a graduate degree in psychology. He had given 
his thesis the title Why the Foreman Hates the Boss. His 
graduate committee changed it to read, “Emotional Coefficient 
Correlative in Inter-personal Relationships Between Manage- 
ment and Supervising Echelons.” A well-known columnist, who 
relates the incident, adds this stinging comment: 

“To my mind this sums up many of the unattractive traits 
of the academic personality ... For failing to communicate 
with the community at large, it is mostly to blame.” 


Contributing to fuller understanding among men is no 
minor mission in education. It is the vital core of our obliga- 
tion as teachers of speech. I am not one of those who maintain 
that, if we just understood each other perfectly, the millennium 
would dawn and “man to man the world o’er would brothers 
be,” but I do hold that, by building increased understanding, 
we relax some of the stresses and strains that plague our lives 
and help to bring in a better day for all men everywhere. 


Confused and defective speech always limits understanding. 
Both Lenin and Lincoln realized this fact; both said that the 
way to destroy a nation is to confuse its speech. Indeed, this 
is very ancient wisdom. Twenty-five hundred years ago, Con- 
fucius was asked how he would begin to govern his nation if 
he were placed in power. He answered: “I would begin by 
establishing correct use of terminology.” He went on to 
explain how destructive incorrect speech is to the social and 
political structure. He concluded by saying, “A gentleman 
never uses his terminology indiscriminately.” Or, for another 
illustration, read the story of the Tower of Babel in Genesis 
XI, 618: “And the Lord said, behold the people is one, and they 
have all one language ... and now nothing will be restrained 
from them which they have imagined to do . . . let us go 
down and confound their language, that they may not under- 
stand one another's speech.” The antithesis of this tale is to be 
found in the second chapter of the Book of Acts where we are 
told that every man heard the apostles speak in his own tongue. 
Isn’t it intriguing to guess what might happen in the United 
Nations if Pentecost should be re-enacted and every delegate 
suddenly should hear every speech in his own language! George 
Orwell, in his depressing novel, 1984, paints a picture of the 
utter and final ruin of a free society by a totalitarian tyranny 
whose secret weapon in degrading men to the level of robots 
is a distorted, controlled, and ever-shrinking vocabulary. 

But now we come to the practical question: just how can 
we, as teachers of speech, promote understanding? 
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First, we must realize that meaning always originates in the 
nervous system of a speaker and seeks its complement in the 
nervous system of a listener. We must think of speech as a 
stimulating or stirring-up process, rather than as a transmitting 
or transferring process. All any speaker can do is issue sight- 
and-sound drafts on the listener’s bank account of experience. 
We talk about “giving and getting meaning” without bother- 
ing to ask ourselves what meaning actually is. Meaning is al- 
ways in the responses of persons to things or symbols. Meaning 
is a fusion of present responses with the residues of past 
responses. Meaning is not something done to us: it is some- 
thing we do. 


From these fundamental propositions, important practical 
implications emerge. When we look for meanings in words, 
we are barking up the wrong tree. When we suppose that, by 
some strange hocus-pocus, we can stir up meanings out of a 
vacuum, we are doomed to disappointment. Meaning always 
has to be manufactured on the spot by the one who “gets” it. 
If the listener does not have in his experience the stuff out of 
which the desired meaning can be made, there is no way in 
which the speaker can “give” it to him. 


I am sure that should the ghost of Albert Einstein come to 
me in the hope of stirring up in me the concept of relativity, 
his mission would be hopeless; I simply do not have in my ex- 
perience the ingredients out of which I could construct Ein- 
stein’s theory. Or, take a simpler example: A motorist stopped 
at a farmhouse and inquired the way to the Miller place. The 
farmer said, “Go down the road till you come to the Johnson 
farm—.” “But,” broke in the traveller, “I don’t know which 
the Johnson farm is.” “Well,” said the farmer, “Go down the 
road till you come to a small grove of beech trees—.” “But,” 
interrupted the traveller, “I wouldn’t know a beech tree if I 
saw one.” The farmer scratched his head and then tried once 
more: “Go down till you come to a fence with some hop vines 
trailing along the top—.” “I never have seen a hop vine in 
my life,” said the traveller. The exasperated farmer looked at 
him for a moment and then remarked: “Well, stranger, I guess 
you just don’t know enough for me to tell you how to get to 
the Miller place!” 


A good many years ago, Professor I. A. Richards made his 
startling statement: “When people talk with each other, mis- 
understanding is the rule and understanding, a happy accident.” 
This hyperbole points up a truth we often overlook: satisfactory 
communication is more rare than we realize. We naively assume 
that, since what we say is clear to us, it therefore will be equally 
clear to others. We fail to comprehend the fact that the speech 
signs we make have to be filtered through the nervous systems 
of other persons, on their way to minds made up of experi- 
ences different from our own. Those of us who read students’ 
examination papers should easily grasp this point! 

When we consider the structure of the human nervous 
systems which, through speech, try to come to terms of under- 
standing with each other, we must marvel that any real cor- 
respondence ever occurs. The late Judson Herrick of the Uni- 
versity of Chicago is authority for the statement that if there 
were 1,000,000 cells in the human body and they were con- 
nected in pairs, the number of possible combinations would 
be 10 to the 2,783,000th power—a number so unimaginably 
large that 250 book-sized pages would be required to print it. 
But, instead of 1,000,000 nerve cells, there are from 10,000,- 
000,000 to 12,000,000,000 which can be interconnected in 
infinitely complex patterns. In their film, “Communication 
Primer,” Charles and Ray Eames tell us that, if each potential 
combination were represented by a single dot, there would be 
enough dots to blacken the surfaces of several earths. When we 
contemplate such incredible complexities of the human nervous 
structure, we are amazed that any correlation between the 
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thinking and feeling of one person and the thinking and feeling 
of another is possible at all; understanding becomes the miracle 
of miracles. 

How then shall we account for the fact that some measure 
of understanding actually can be achieved? 

To begin with, there is the fact of common structure. Within 
the rather vague range of what we call “normal,” we human 
beings are structurally more alike chan different. We all have 
sense organs, nervous systems, muscles, and glands. Then there 
is the fact of common environment. We all experience rain 
and sunshine, summer and winter, grass and trees, automobiles 
and telephones, houses and streets, food and drink, radio and 
television, fellow human beings, etc., etc. The more similar our 
environments, the more easily we understand each other. The 
specialist limits his environment and, ipso facto, finds it difficult 
to communicate with lay people. He and his fellow specialists 
understand each other very well. The sharing of common ex- 
perience always generates understanding; that is the reason 
why professional conferences are so satisfying. 

When we seek to promote understanding, there are certain 
additional facts we should keep in mind. 

First, we should realize that individuals differ in thew ability 
to react to words. There is a world of sense objects and 
there is a world of words. Some people live mainly in 
one of these worlds and some in the other. In Hamlet, 
Shakespeare sets before us a vivid contrast between these two 
worlds. The melancholy, meditative Dane is the perfect type 
of the man of words, one, in whom, “the native hue of resolu- 
tion is sicklied o'er by the pale cast of thought.” How different 
is young Fortinbras who has Hamlet's “dying voice” to succeed 
him on the throne. He strides onto the final scene, orders his 
servants to carry out the bodies, “bid the cannon shoot,” clear 
up the confusion, and get things moving. To men of his direct- 
action type, much of Hamlet's wordy wisdom seems so detached 
from their world of things as to be sheer nonsense. The lesson 
for us is that we want to understand others and be understood 
by them, we must live in the same world with them sufficiently 
to acquire the necessary common references. 

Second, as we work to promote understanding, we should 
train ourselves to avoid the semantic error of identification. 
Three centuries ago Thomas Hobbes observed, “Words are 
wise men’s counters; they do but reckon with them, but they 
are the money of fools.” We must constantly remind ourselves 
that names are not people, flags are not nations, paper currency 
is not wealth—words are not things. All of us who have 
managed multi-sectioned courses know how easy it is to 
equalize the numbers of enrollment cards for the several classes, 
but how very different is the problem of shifting the students! 

In this connection, I often contemplate the amazing per- 
formance of Woodrow Wilson with his 14 points. You will 
remember how, in the quiet of his study, he pounded out, on 
his old Hammond typewriter, his plan for the reorganizing 
the world and then handed it to the waiting news reporters. 
Bur, alas, when he met the other war leaders at Versailles, he 
found that reality stubbornly refused to fall into the neat 
word molds that he had formulated. Irreverent old Clemenceau 
wryly observed: “God Almighty had only 10 points, Wilson 
has 14.” Please understand that I intend no disparagement of 
Woodrow Wilson whom I greatly admire; I am merely point- 
ing out that his great dream failed because men who lived, not 
in his world of words, but in their world of things, either 
could not or would not understand it. 

Some years ago, when my wife and I were taken aboatd the 
submarine “USS Starfish” in Pearl Harbor, this error of identi- 
fication was brought home to me. It was shortly after the 
“Squalus” disaster off Portsmouth, New Hampshire, in which 
a crew of 26 men had gone to their death on the bottom of 
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the Atlantic. I asked our host, Commander Wills, what had 
become of the “Squalus” after the Navy had refloated it. “This 
is it,” he said. “What caused it to sink?” I inquired. “The in- 
duction valve stuck,” he said. “What made it stick?” I asked. 
“We never found out, that is it,” he answered, pointing to it. 
Who would have served on the ship if the old name had been 
retained? 

Third, in trying to build understanding, we must be extreme- 
ly careful in our use of abstract terms; they are loaded with 
potential misunderstanding. When we talk about an apple, we 
can all see it, touch it, smell it, taste it, etc. We can compare 
our sense experiences with those of others. When we talk about 
it, we talk sense. But, when we discuss democracy, Ameri- 
canism, communism, patriotism, justice, etc., we are not dealing 
with objects which we can perceive through our senses. Such 
words signify personal, individual experiences which have lost 
their direct connections with the world of sense. As Gray and 
Wise say: “Abstractions are unavoidable in the use of language 
... What is importar: in our use of words is that we should 
be conscious of the fact that they are abstractions . . . Unless 
we are conscious of how far we have gone in our abstracting— 
our language will become meaningless even to ourselves.” As 
abstractions take us further and further from sense experience, 
we finally find ourselves talking non-sense. 

Field trips, clinics, demonstrations, and laboratories are help- 
ful teaching devices because they provide constant opportunity 
for common checking of sense experiences. Therefore, they do 
not easily degenerate into blowing word bubbles. But, political 
speeches abound in cloudy abstractions; only rarely are they 
couched in concrete, object-oriented words. The more closely 
we can stick to the specific and the concrete, the more under- 
standing we shall generate. This fact has been recognized 
by all great speakers from Demosthenes to Churchill. 

On February 12, 1861, Abraham Lincoln, on his way to 
Washington for his inauguration, addressed the Indiana legis- 
lature. In his speech, he remarked: “Solomon says ‘There is a 
time to keep silence, and when men wrangle by the mouth 
with no certainty that they mean the same thing while using 
the same word, it were perhaps as well if they would keep 
silence. The words coercion and imvasion are much used in 
these days, and often with some temper and hot blood. Let 
us make sure if we can, that we do not misunderstand the 
meaning of those who use them. Let us get exact definitions 
of these words, not from dictionaries but from the men them- 
selves—”" How well Lincoln understood that the meanings 
were in the men, not in their words! 

We should not conclude our discussion of understanding 
without at least a word about the role of listening. In my judg- 
ment, one of the most vital recent developments in our field 
is Our increased emphasis on the receiving end of speech. For 
this significant improvement we have to thank President-Elect 
Nichols, who has done more than any other person to produce 
this salutary change. 

It is a distressing paradox that in a world like ours, so 
unbelievably rich in listening opportunities, we seem to become 
poorer and poorer listeners. My good friend, the late Halford 
Luccock, warned us that we are in danger of having our tongues 
wear out before our ears do! Half a century ago, John Dewey 
wrote: “The one thing that people tend to take for granted 
when talking to others is that they understand each other. In 
the give and take of talk, things go so fast and one is so busy 
organizing his reply that he doesn’t take time to make sure 
what he is replying to.” This sort of behavior does not promote 
understanding! 

One reason why we are poor listeners is that we are in- 
tolerant of ideas not congenial to us. As George F. Kennan 
says, “There is no uglier tendency in American nature than the 
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quickness to moral indignation which many of us display 
when others do not think as we do.” It takes us from one 
national election to the next to get into the proper frame of 
mind for understanding the arguments of the opposing side. 
The attitude of the intolerant, ego-centered listener inevitably 
awakens in others feelings of hostility which make it difficult 
for them to understand him. We all should ponder thought- 
fully the great words of Herbert Spencer: “In proportion as 
we love truth more and victory less, we shall become anxious 
to know what it is that leads our opponents to think as they do. 
We shall begin to suspect that the pertinacity of belief ex- 
hibited by them comes from a perception of something we have 
not perceived and we shall learn to supplement that portion of 
truth which we have found with the portion found by them.” 
This tolerant approach is the royal road to understanding. 

But tolerance is not enough. If we would develop under- 
standing we must also cultivate sensitiveness and imagination. 
Insensitiveness renders us incapable of interpreting the audible 
and visible signs of others’ thoughts and feelings. The un- 
imaginative individual lacks the ability to put himself into 
the shoes of others; he simply cannot conceive of their sincerely 
thinking and feeling differently from the way he does. On the 
other hand, the imaginative individual avoids the tragic blun- 
ders against which Edmund Roland Sill warns us in his lines: 

“These hard, well-meaning hands we thrust 
Among the heart strings of a friend. 

The ill-timed truth we might have kept 
Who knows how sharp it pierced and stung? 
The word we had not sense to say 

Who knows how grandly it had rung?” 

How many stupidly unnecessary wounds we inflict by play- 
ing with words, not knowing that they are loaded! Our own 
homely poet, Will Carleton, once said: 

“Careful with fire, is good advice we know 
‘Careful with words’ is ten times doubly so.” 
or, as Joseph Conrad puts the matter, in Lord Jim: 

“There is a weird power in a spoken word—a word 
carries far and deals destruction through time as bullets 
go flying through space.” 

Now, as I come in sight of my conclusion, let me try to lift 
this whole discussion, for a moment, to the level of national 
and world problems. 

It was our late-lamented friend and leader, William Nor- 
wood Brigance, who first made us fully aware of the signifi- 
cance of what Arnold Toynbee had been saying about the 
imperative necessity for skill on the part of democratic leaders 
in winning the confidence of the masses. Somehow, working 
understandings between the gifted and creative leaders, on the 
one hand, and the great body of ordinary citizens on the other, 
must be established and maintained. This is the central, peren- 
nial problem in a democracy. At long last, we are coming to 
appreciate the fact that it is not enough for technical experts 
and specialists to reach cooperative understandings with each 
other. Such rapport is essential, of course, but it is relacively 
easy to achieve. The real problem is how to get the masses 
to understand enough of what men of genius, the small creative 
minority, are about so that they will permit and encourage 
them to function in freedom and will be able to evaluate the 
solutions which these leaders make available to them. Such 
understanding is absolutely prerequisite to the safety and 
progress of our democratic society, and we are still far short 
of having achieved it! 

How well I recall a national convention, many years ago, 
when Dean Dennis of Northwestern proposed his revolutionary 
criteria on artistic values. He contended that the noblest art 
is that which appeals to the many and to the judicious few; 
that the next lower level of art is that which appeals to the 
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many without offending the judicious few; and finally, below 
that, he rated the art which appeals to the many even though 
it offends the judicious few. His sharp rejection of the test 
laid down by Hamlet in his advice to the players, provoked 
a storm of discussion. Particularly disturbed were those who 
insisted that the greatest art is that which can be understood 
and appreciated only by the judicious few and, ipso facto, 
must remain meaningless to the unsophisticated many. Those 
who aligned themselves with Dean Dennis contended that 
this view was tantamount to saying that the greatest art is 
that which nobody can understand. Sometimes, as I look at 
modern art, I fear that we have adopted that false doctrine! 
However, the philosophy expressed by Dennis highlights the 
central idea which I want to leave with you. I think we des- 
perately need more of the type of communication which brings 
the many and the judicious few together in common apprecia- 
tion and understanding. Here lies fertile ground which, thus 
far, we have failed to appropriate and cultivate. It is my con- 
viction that the best defense against the ever-present danger of 
misunderstanding is to speak in terminology which will stir 
the clearest and deepest common experiences of humanity. 
Abstract language which passes over the heads of ordinary 
people is as empty as a broken promise. 


In November 1863, standing on the Gettysburg battlefield, 
still terrible with the scars of wrath and destruction, an eloquent 
former United States Senator, Massachusetts Governor, Harvard 
President, and Phi Beta Kappa poet, delivered a long oration 
described in Harpers Weekly as “smooth, cold, and spoken 
with grace, but wanting one stirring thought, one vivid picture, 
one thrilling appeal.” Then, the gaunt, homely son of the 
Western prairie, stepped forward and, in exactly 135 seconds, 
gave voice to such universal longings and hopes of humanity 
that his words still strike home to the hearts of common men 
the world around. The same reporter who had so casually 
dismissed Everett's ponderous rhetoric wrote: “The few 
words of the President were from the heart to the heart. 
They cannot even be read without kindling emotion.” Lincoln's 
speech will be remembered at least as long as his native tongue 
is spoken. To understand and appreciate what he said does not 
require a graduate degree! 

What then is the sum and substance of the matter? Many 
of the calamities that afflict mankind are, for the present at 
least, beyond our control. Hurricanes, blizzards, earthquakes, 
and floods wreak their havoc upon us despite our utmost 
efforts to guard against their assaults. But even more devastat- 
ing than these natural disasters are the catastrophies which we 
ourselves precipitate——the daily and hourly tragedies of mis- 
understanding which we might prevent by improving our skill 
in speech. 

Hear the sage words of F. L. Lucas: “We are all serving life 
sentences of solitary confinement in our own bodies; like 
prisoners, we tap in awkward code to our fellow men in their 
neighboring cells.” Or, if you will permit me to change the 
figure of speech, each of us lives on a tiny island in a vast 
archipelago. On each of the islands around us, one of our 
fellow beings awaits the satisfactions which can reach him 
and return to us only if there is a free flow of thought and 
feeling between us. John Donne's great metaphor “every man 
is a piece of the continent, a part of the main,” comes true 
only when the islands are bound together by adequate com- 
munication. If we would escape isolation and loneliness, we 
must keep our antennae high and our sending and receiving 
equipment in efficient working order. As teachers of speech, our 
supreme task is to open satisfactory communication channels 
among men. It is our special mission to see to it that our 
fellow human beings, with all their getting, get understanding. 
May we ever keep our eyes lifted to that great goal. 
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Delivered to World Trade Dinner, National Foreign Trade Council Convention, New York City, November 16, 1960 


AM DEEPLY HONORED to address this great con- 

ference of businessmen and government leaders. I am 

also aware of an established tradition at such affairs: 
namely, that the speeches of government officials tend to be full 
of advice for businessmen, and businessmen generally speak 
on government policy. 

Tonight, with your indulgence, I should like to break 
with that tradition. My remarks will be primarily addressed 
to the businessmen and their policies. Are business policies 
geared up to the realities of the modern world? Do they an- 
ticipate and plan for the changes that lie ahead? 

There is little doubt that the world today is undergoing 
more rapid change than ever before in human history. There 
is a scientific revolution, making practically all fields of 
knowledge and business subject to possible obsolescence. There 
is an industrial revolution sweeping the world, as nation after 
nation girds up to achieve the benefits demonstrated in the 
West. There is a communist revolution striving relentlessly 
for world power. There is a social revolution, as the great quiet 
masses of people stir with a new determination to move out 
of poverty and ignorance. There is a military revolution, in 
which new scientific weapons make obsolete the older measures 
of military power. There is a revolutionary drive for national 
independence, resulting in the creation of many new nations 
that are experimenting with various forms of political and 
economic organization. And more subtly, there is a revolution 
in human thought, a new spirit abroad, expressed in the 
restlessness of youth and a worldwide search for moral and 
spiritual values. 

In such a fluid setting, what are some of the fundamental 
considerations upon which individual companies can build 
a positive managerial strategy for business at home and abroad? 


ONE COMMON ASPIRATION 

The world is divided on many questions, but there seems 
to be one over-riding aspiration common to all people in this 
age. From the most advanced industrial nations to the most 
primitive societies, there seems to be a universal, irresistible 
determination to achieve new and higher levels of economic 
development. 

Among the most advanced industrial nations there is a 
feverish drive to accelerate the pace of industrial expansion, 
broaden domestic markets, and open new markets for exports. 
Many other nations on all continents have readied themselves 
for all-out industrialization. Just as they would not hesitate 
to go into debt to wage a war of survival, they are now equally 
willing to mortgage their future to force the pace of economic 
development. And the new sovereignties, many of them just 
emerging from comparatively primitive conditions, are all 
stirring with new expectations. They want the benefits of a 
modern economy as quickly as possible, and most of them are 
looking for short-cut methods. 

This universal drive for economic growth has in it the 
seeds of much trouble in the decades ahead, but on the whole 
it is an ambition so widely held that it can help unite people in 
free nations and build better understanding among them. 

The great endeavor must succeed, and we in the United 


States must help it to succeed. For, important as economic 
growth may be, it is not an end in itself; rather, it is a means 
by which all the people of the earth can lift themselves to a 
new life of dignity, freedom, and achievement. 

But it is also a situation that could be exploited. There is 
a ruthless conspiracy at work, the communist conspiracy, that 
means to use the urge for economic development as a means 
of bringing the whole world under its yoke. It would be the 
supreme irony of history if this great undertaking were to end 
up not as the portal to freedom and dignity, but a long arduous 
march into a prison from which there is no escape. 

We in the free world must do everything in our power to 
bring an end to the communist deception, and help the nations 
of the world build the foundations for strong, free, self-reliant, 
and responsible societies. 


BUSINESSMEN’S ROLE 

In this exciting task, the businessmen of the free world 
have a larger role than is generally recognized. It is natural, 
perhaps, in a “cold war” period, that the spotlight has been on 
governmental activities. Yet without understating the im- 
portance of governmental loans and grants, the much larger 
resources for international economic development in the long 
run lie in the area of private trade and investment. 

A study by the United States Department of Commerce, 
just reported this September, indicates that in one year alone— 
1957—the operations of United States businesses abroad 
pumped $30 billion into the economies of their host countries, 
over and above the amount of capital investment. Their pay- 
rolls abroad in that one year amounted to $7 billions; they 
purchased $17 billions worth of goods and services from over- 
seas concerns; they paid $414 billions in taxes abroad; and 
they had $2 billion additional operating costs that went into 
the local economies. 

If one adds to this $30 billions the amount of economic 
activity provided by international trade between the United 
States and these same countries in 1957, it becomes quite 
apparent (1) that international trade and investment offer 
a tremendous opportunity to speed worldwide economic de- 
velopment, and (2) that governmental and private efforts 
should be mutually reinforcing efforts, instead of working— 
as they sometimes do—at cross purposes. 

In the next half century, then, businessmen everywhere will 
have a vital role in developing the economies of the world, 
and can participate profitably in the expanding markets they 
have helped to create. What are the conditions necessary for 
the achievement of such goals? What are some of the funda- 
mental considerations on which individual companies can build 
a long-range managerial strategy for business on an inter- 
national scale? 

As a matter of prudence and patriotism, the business man- 
ager should first consider his established base in the home 
country. It is my belief that a balanced managerial strategy for 
a United States company must include not only a sound long- 
range approach to international operations, but also a planned 
effort to maintain the strength of its operations here in the 
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United States. Before discussing international operations, there- 
fore, let us consider the domestic economy. 


THE DOMESTIC ECONOMY 

While this country has no monopoly on technical skill, 
venture capital, or high-grade industrial capacity, it is certainly 
the largest single bloc of such assets in the world today. As 
such, it is the pivotal position of economic strength for the 
entire free world. No free nation, no businessman anywhere, 
would benefit from policies that would allow the United States 
economy to deteriorate or in any way lose its expansive 
vitality. For the overseas businessman, an expanding United 
States economy means an expansion of the world’s richest 
market and a strengthening of free world security. For those 
of us who are also citizens of the United States, it would mean 
that and more. The economy of this country, with its high 
levels of living, is primarily created and sustained by its own 
private business enterprises. 

The $500-billion economy of the United States was not 
found here by a lucky people, like gold in a field. It is man- 
made, a product not only of historic circumstances but of the 
individual incentives of the private enterprise system at work 
in a larger system of political, economic, and social freedom. 
Unlike most businessmen elsewhere, businessmen in this coun- 
try adopted policies that made customers and investors out of 
their own employees. I am not being moralistic, but simply 
stating a fact. Hence we have an economy in which the whole 
population—not just a thin upper crust—participates freely 
as producers, consumers, investors, and voters. 

This country’s high standards of living, its high level of in- 
vestment in education and other public services, its high 
rate of expenditures for research and development, and its 
expensive defense establishment that substantially underwrites 
the defense of the whole free world—all this depends deeply 
on the levels of employment and income in the United States. 
Unlike the trader nations, whose prosperity fundamentally 
depends on markets and supply sources away from home, the 
United States economy today is based primarily on the domestic 
market. 

Such a broad and flourishing market has, of course, great 
attractions for countries that have not yet developed their own 
domestic markets in the same manner. And surely this country 
needs a flourishing international trade, to obtain what it needs 
overseas and to enable its overseas customers to buy what 
they need from the United States. But the very existence of 
such a market, I repeat, depends on the continuing vitality of 
the companies that are the source of employment and income 
here in the United States. 


MEETING FOREIGN COMPETITION 


Now, what can United States companies do to help 
maintain the vitality of the domestic economy? 

There is no question that producers in Europe, the United 
Kingdom, and Japan, using modern technology, can offer 
serious competition in selected portions of the United States 
market. But I am not among those who are pessimistic about 
the capacity of industry here in the United States to meet 
foreign competition, or at least keep it within manageable 
proportions. It will require ingenious management, diligent 
and cooperative employees, ceaseless innovation, greatly ac- 
celerated investment in automation, greater responsibility on 
the part of union officials who seem determined to price their 
union members out of the domestic as well as the world 
market, continued control over inflation, and some constructive 
changes in government policy. Nevertheless, it can be done; 
particularly in the capital-intensive industries whose products 
do not have a high labor content and industries which, with full 
automation, will approach such characteristics. 
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Looking to the future, however, it will not be enough 
merely to improve present products and the techniques of 
making and distributing them. This country advanced most 
rapidly when it pioneered in the latge-scale production and 
distribution of totally mew products and services. Here is the 
clue to the future. 

Other industrial countries are rapidly applying the tech- 
niques of large-scale organization, production, and distribution; 
with their lower labor rates and significant tax advantages, 
they will be able to offer increasingly challenging competition 
in one line after another. The judicious and timely use of 
existing government trade regulations may be able to keep the 
situation from becoming unmanageable, but in the long run 
there is no defense against a competitor who has lower costs 
and just as attractive products and values to offer. In the 
long run this country’s best defense is a vigorous technological 
offensive. We must develop new businesses, new products, 
and new processes that cannot be easily matched. Primarily 
these are the businesses that require a high capital investment, 
a highly educated labor force, and a highly advanced technology. 

It is not a matter of coincidence that the General Electric 
Company, for example, has been undergoing a basic reorienta- 
tion in its balance of products and services. While the Company 
has continued to invest heavily in the improvement of its 
present products and facilities, most of its added research and 
development expenditures have gone into new and more diffi- 
cult technologies. In future years, a much larger proportion 
of General Electric’s output will consist of such new products 
as atomic power plants and other new energy conversion 
processes; gas turbines for power supply, pumping, and land, 
sea, and air transportation, general-purpose and specialized 
computer systems; industrial automation systems; and the 
economic development of space. These new technologies are 
major new sectors of economic growth in this country, and 
should stimulate greater business activity throughout the 
economy. Thus they will help build greater markets here 
for both domestic and foreign concerns. 

This particular strategy, emphasizing new technologies, may 
not appeal to everyone else. In a slow business year the high 
development costs may rather seriously affect the company’s 
current profit performance, and the leader in a new technology 
is always in a risky position, vulnerable both to failure and 
to imitation. As far as General Electric is concerned, however, 
this appears to be the main road to continued growth and 
profit in a rapidly industrializing world. 

Turning now to international markets, the worldwide drive 
for economic development offers businessmen everywhere a 
magnificent opportunity for both export business and overseas 
operations. 


BUILDING EXPORT BUSINESS 

What can be done to stimulate international trade? There 
are many opportunities, but here are two fundamentals that 
seem to apply to any company, here or abroad, that is interested 
in exports: 

1. Make a significant and continuing commitment to the 
cultivation of overseas markets. The timid, half-hearted com- 
mitment will never become a significant source of profit. 
Instead, to develop a serious export business a company must 
organize for sustained effort. It must make a long-term invest- 
ment in people who know international markets and inter- 
national finance. It must develop efficient distribution and 
credit facilities, and design its products and services with an 
eye to foreign as well as domestic markets. And its manage- 
ment must become “internationally minded.” 

2. A sound export business should lead from strength. 
Cultivate export markets for those lines in which your company 
has already established the advantages of substantial volume 
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and design leadership in your home market. In general, Euro- 
pean and Japanese companies excel in products designed for 
people with a per-capita income of about $500 to $1000 per 
year, for which there is a specialty market in the United States. 
(Small cars and bicycles are examples.) United States com- 
panies, on the other hand, have developed outstanding con- 
sumer durables for an economy with higher per-capita income, 
and these more elaborate designs will sell in the expanding 
upper-income markets overseas. Likewise in capital goods, 
United States companies can best concentrate their exporting 
efforts on the more advanced designs not so readily available 
from European and Japanese producers. To illustrate, General 
Electric is not likely to export pocket radios to Japan, but 
we do expect to sell them xs er computer systems. 


OVERSEAS OPERATIONS 

In addition to export business, there is another way in 
which United States firms can participate in the growing 
markets overseas, and that is by establishing operations in 
other countries. 

This should not be thought of as a substitute for exports, or 
considered as “moving the United States jobs overseas.” Sales 
made by overseas operations are for the most part sales that 
could not be made on an export basis, and hence create wholly 
new jobs in these markets. In addition, overseas investments 
help to build up the economies of other countries, and make 
them better customers for export products from the United 
States as well as ‘the products of local industries. 

There is no need to describe the attractions of overseas 
operations for this audience. United States businessmen are 
said to be swarming all over the world today looking for places 
to locate new facilities. The recent McGraw-Hill survey of 
capital spending plans finds that United States manufacturers 
sharply increased their overseas investments in 1960, espe- 
cially in the Common Market countries, and there will be 
another big increase in 1961. This year's foreign investments 
will make up more than 10% of the total capital spending 
by manufacturing companies, a decided change from the 
picture just a few years ago. 

The same survey indicates that the decisions to invest abroad 
are motivated chiefly by the search for new and profitable 
added markets. Only 6% of the companies surveyed attributed 
their interest in foreign countries to lower labor costs. This 
seems to indicate that most of the foreign operations are aimed 
primarily at developing and serving their local markets and 
natural trading areas, rather than manufacturing for shipment 
back into the United States, as is sometimes claimed. That is 
certainly the case in General Electric's overse s operations. 

Clearly, there is a rising trend to overseas operations. There 
are many reasons to move fast in a fluid situation, in order 
to establish a “ground floor” position in growing economies. 
Nevertheless, one might ask whether the helter-skelter pace 
of overseas investment today might not leave a trail of errors 
in its wake. How many executives have clearly thought through 
a basic philosophy of overseas operations? How many have 
had in mind not only the surface attractions of high profits 
overseas, but also the prudent long-term interests of their 
share owners, their country, and the host countries? The world 
is in ferment, with political, social, economic, and technological 
revolutions running at full tilt. Hence there will be swife, 
unpredictable, changes in governments, markets, products, cost 
relationships, and competitive patterns. How can a company 
assure some degree of continuity in this essentially unpre- 
dictable situation? 

Each company must arrive at its own managerial strategy, 
but in the General Electric Company, where seventy years of 
experience in Overseas Operations enter into the perspective, 
we have arrived at this general conclusion: Policies of ex- 
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ploitation will not bring about the long-term growth and 
profitability that General Electric is aiming for. Instead, the 
Company has the posture of an international business organiza- 
tion whose purpose is to help interested countries develop their 
own economies, with the opportunity for General Electric to 
participate profitably in the new markets thus created. The 
essence of a sound international business strategy is thus to 
integrate the interests of the share owners, their home country, 
and the host countries. None of these interests can be slighted 
without weakening the entire structure over the long term. 
Let us look at these three interests in turn. 


SHARE OWNER INTERESTS 

How can the interests of the share owners be served and 
protected in overseas operations? 

The industrial rush abroad tends to concentrate, logically, 
upon countries with proved industrial potential and a tradition 
of respect for private investment and private enterprise. About 
94% of United States manufacturers’ foreign investments are 
located in Western Europe and Japan, which are industrially 
mature, and those countries that are well along toward full 
industrialization, such as three or four of Latin America’s 
republics and some members of the Commonwealth. 

Commitments for corporate operations in such countries 
can be made on much the same basic criteria as in the United 
States: economic considerations such as anticipated growth 
and profitability of the markets, status of competition, and 
potential demand for the company’s products. Political factors, 
such as attitudes toward “outsiders” and tax philosophy for 
industry, are an added element of risk but are not likely to be 
determinative in these economically sophisticated countries. 
There are, of course, higher risks in the countries that are still 
establishing their industrial base. There, economic growing 
pains are likely to produce some fiscal and political instability. 

From the share owners’ point of view, investment in such 
growing economies provides an attractive diversification with 
high growth potential. A substantial proportion of the over- 
seas earnings should be plowed back into the development 
of these growing businesses, but the earnings of foreign sub- 
sidiaries as remitted to the United States can serve to expand 
the profitability of the parent companies in the United States. 
And the dollar inflows can help to alleviate the balance of 
payments problem—a vital consideration in maintaining the 
strength of the dollar as the standard reserve currency of the 
world. 

The prudent interests of share owners are less easily deter- 
mined when the decisions involve commitments in the less 
developed areas of the world, usually characterized by less 
stable political and fiscal institutions. Here the familiar eco- 
nomic criteria become befogged by political uncertainties. 
Often these countries have a strong preference for government 
rather than private enterprise, and an irrational hostility to 
private savings and investment. 

The advantages of establishing an early position in new 
economies are obvious, but in such countries one must be 
alert for periods of blocked funds, premature social legislation, 
restrictions on operations and profits, and occasional losses 
of an entire investment. Here flexibility and diversification 
seem to be required for long-term success. A balance of in- 
vestments weighted selectively toward success can eventually 
become a solid position, in spite of the loss of some of the 
investments. 


REDUCING THE RISKS 
But investments in undeveloped countries need not be 
simply a roulette game where one number is as good a chance 
as another. The risks can be reduced by two basic policies: 
1. Companies should be slow to invest where they are not 





upor 
trad: 
cour 
estec 
up t 
Unit 
these 


from 
well. 
ploit 
mak 
level 
to b 
inve: 
prod 
the | 
the i 


plant 
exist 
local 
into | 
of le 
grow 





AY 


the 
\iza- 
heir 
c to 
The 
$ to 
try, 
ited 


and 


ally, 
‘ion 
out 
are 
ally 
full 
ca’s 


ries 
ted 
wth 
and 
ors, 
for 

be 
ies. 
till 
ing 


the 


ess 
ess 
cO- 


Cw 


on, 
Ses 
on 
in- 


lly 


ice 


10t 


RALPH J. CORDINER 


wanted. Investors understandably tend to avoid countries where 
they meet with gyrating currency, exchange controls, confisca- 
tory taxation, expropriation, legal discrimination, and national- 
istic restrictions on management. But when a country offers 
reasonable assurances of financial stability, respect for con- 
tracts and savings, and equality of treatment with domestic 
capital, then it attracts the responsible business enterprises 
that make its economy grow. 

2. Political regimes come and go in most underdeveloped 
countries, but an investment in industrial facilities (as distinct 
from trading inventories) requires a relatively long period 
to recover costs and show a profit commensurate with the risks. 
The problem is how to couple the long cycle of industrial 
investment with the short-cycle turnover of political regimes. 
The key to survival through a variety of regimes is this: to 
make the company so visibly useful, not only to the few who 
may be in power, but to the fundamental needs of the people 
in that country, that the business rests on a basis of popular 
support and usefulness which all politicians feel obliged to 
respect. Even this, of course, is no assurance of invulnerability, 
but it is the most solid rock on which to build in a period of 
social and political change. 

An overseas operation should also be consistent with the 
interests of the country of its majority owners; in our case, 
the United States. Any over-seas investment today is made in 
the context of the worldwide struggle with communism. The 
United States is trying to help other nations develop strong, 
independent economies and social structures that are not 
vulnerable to communist penetration. Hence overseas opera- 
tions by United States firms should contribute toward that 
end. Companies that aim to exploit a foreign country and add 
little or nothing to its development damage the reputation of 
all private enterprise. On the other hand, every responsible 
United States business operation overseas that truly becomes 
a constructive member of the local community is an operating 
beachhead for freedom. It is extremely important that the 
traditions of responsible private enterprise be established 
around the world, particularly in the new nations, as a founda- 
tion stone on which open societies can be built over the years. 


INTERESTS OF Host COUNTRIES 


Now what about the interests of the host countries? 

Those countries that are already industrialized are intent 
upon broadening their own domestic markets and natural 
trading areas and building up their industrial base. Those 
countries that have not yet industrialized seem primarily inter- 
ested in developing an industrial base, but also want to build 
up their home and export markets. Operations established by 
United States firms in all such countries should aim to help 
these countries achieve their national aspirations. 

It is a popular cry of the demagogue that all investment 
from foreign sources is a variety of exploitation, and one 
well-known route to office is to denounce the so-called “ex- 
ploiters.” But while the unfortunate situation in Cuba may 
make the headlines, there are many more countries where 
level-headed and dedicated governments are sincerely trying 
to build a better life for their people. They realize that the 
investment of fresh capital from overseas is a great multiplier, 
producing new levels of economic activity to the benefit of 
the host country, many times the size of the profits earned by 
the investor. 

When a United States company establishes a manufacturing 
plant overseas, it provides new industrial capacity that did not 
exist before. It provides a regular payroll to be spent in the 
local economy. It brings new products and new technology 
into the country. It opens up opportunities for the development 
of local supply businesses, based on local capital, which can 
gtow into strong, independent companies. It provides the 
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country with a source of important tax revenue to finance 
education, roads, and other public services. And it provides a 
valuable training ground for the local citizens to learn pro- 
fessional, technical, and industrial skills. 

I emphasize this latter point: it is important that local 
citizens be hired, trained, and put into positions of responsi- 
bility as rapidly as possible. This is not only a valuable 
contribution to the host country’s development, but it is the 
best single way to assure the loyalty and friendship of the 
local community, and to teach the principles of private enter- 
prise on a practical, convincing basis. There is much less 
inclination toward discrimination against the foreigner in those 
countries where the way is open for local citizens to rise to 
positions of responsibility in enlightened private enterprises. 


A CLIMATE FOR INVESTMENT 


One of the most important services a company can render 
is to do its part in helping the local citizens understand the 
homely economic realities: where jobs come from, how capital 
is formed through personal and corporate savings, how the 
level of living is raised through advancing productivity, and 
why the safety and profitability of capital investment is es- 
sential to their own personal advancement. 

In countries where communists and their sympathizers have 
gained control, children are taught that people with savings 
to invest are their enemies, and that a government which sup- 
presses private investment offers the way to salvation. Surely 
such governments are leading their people over the abyss. On 
the other hand, since Argentina opened its oil industry to 
private investment it has become practically self-sufficient in 
oil production. A generation or so ago, Mexico’s economy 
suffered from revolutions and jeopardy to private investment; 
but in more recent years, with political stability, it has en- 
couraged and respected private investment, and it has grown 
mightily. India has similarly begun to realize the advantage 
of an economy more open to private investment. 

I have observed that rapid advances in levels of living for 
the general population do not take place until a substantial 
middle class has developed, and the savers and owners of 
business are numerous enough to be politically effective. These 
are the conditions that assure political and economic stability 
and generate the capital for rapid economic growth. If all the 
wealth is in the hands of a few—either a few private owners 
or a government elite as in the communist countries—then the 
general population only gets the leftovers, and there is no 
broad-based political stability to foster economic advance. 
Private companies can help to build a strong middle class. 
They can teach, by word and by example, that the general 
level of living will rise infinitely faster when local and foreign 
investors have confidence in the safety and fair treatment of 
their investments. 

A foreign subsidiary that brings so many advantages to its 
host country will not only survive changes of political regimes, 
but will help to establish the tradition of stable and responsible 
government, based on informed popular support. This in turn 
serves the foreign policy objectives of the United States and 
the other free societies, and provides the share owners with 
an attractive balance of risk and reward, weighted toward 
success, 

More—much more—could be said on this fascinating sub- 
ject, particularly about the need for government policies here 
and abroad that will support the kind of business activities 
I have described. But the night is late, and that had better be 
left to another time. . 


THE WHIRLWIND OF CHANGE 
This audience knows—we live in a whirlwind of change. 
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History has had its great turning points, but I would venture 
to say that no other generation ever has had to live through 
such a period of radical, worldwide change. Old empires 
crumble, new tyrannies arise, societies are torn out at the roots, 
Catastrophic weapons are created, continents and peoples rise 
angrily out of the dark past, science plunges deep into the atom 
and reaches out into space, time and distance are collapsed, 
technologies succeed each other with bewildering speed, and 
the only visible certainty is that tomorrow will bring even 
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more sweeping changes. Yet every change can be a source of 
imaginative Opportunity. 

It is in this time of turmoil around the globe that the pro- 
fessional manager, working coolly and responsibly, can help 
to create situations of productive order. By serving the common 
interests of his country, his share owners, and the countries 
where he is welcomed to conduct business, the businessman 
can not only bring profit to his company. He will also serve 
the larger purposes of humanity. 


Maintaining Canada’s Economic 
Independence 


EXTERNAL AND INTERNAL CONDITIONS 
By W. E. McLAUGHLIN, President, The Royal Bank of Canada, Montreal, Canada 
Delivered at the 92nd Annual Meeting of Shareholders, January 12, 1961 


HE GENERAL THEME of my remarks today is, I be- 

lieve, an important one: no less in fact than that of Masn- 

taining Canada’s Economic Independence. It is sometimes 
argued that Canada is a victim of her own geography: that her 
loosely integrated regions from the Atlantic Provinces to the 
Pacific coast must in all areas respond so completely to the 
massive economic power of the United States that she can hope 
for little or no autonomy in the realm of monetary or fiscal 
policy. 

It would be idle of course to deny the enormous economic 
impact of the United States. It is not sheer coincidence, for 
example, that the United States and Canada had roughly the 
same recession-recovery-recession pattern in the 1957-60 
period. The response of the monetary authorities in both 
countries has, naturally enough, been in the general direction 
of monetary ease. U. S. policy has been more explicit in that, 
through changes in the rediscount rate, easing of reserve re- 
quirements, and public statements by the monetary authorities, 
both the commercial banks and the general public were well 
aware of what was going on. This was not the case in Canada. 

But in terms of final effect on the money supply, that is on 
the total amount of bank deposits plus currency in the hands of 
the public, Canadian policy has apparently been the more “ex- 
pansive” of the two. However, the actual stimulation of the 
economy depends, not on the money supply alone, but on the 
use that is made of it. Demand for loans continues strong but 
in the absence of any clear advance indication of easier money, 
it is not surprising that Canada’s chartered banks have been 
somewhat slow to respond to what appears, after the fact, to 
have been a generally “easier” monetary policy. 

But this similarity in the type and timing of monetary, and 
possibly fiscal, measures to meet similar conditions in Canada 
and the United States does not mean that Canadian policy 
cannot be independent in a meaningful sense. I would suggest 
that the similarity of the conditions to which Canadian and 
U. S. monetary and fiscal policy must respond is not entirely a 
matter of transmission from the United States to Canada: the 
United States is not the only source of instability in the Cana- 
dian business picture. In fact, there are forces affecting the 
North American economy as a whole that do not originate 
uniquely in either the United States or Canada. 

It is nothing new of course for Canada to find that she has to 
take account of forces beyond her control, which affect ad- 
versely the prosperity and grow‘h of her economy, and of re- 
percussions from abroad to any policies she may adopt to coun- 


teract those forces. But it is something new in recent history 
for the United States to find itself in this position. The recent 
outflow of gold has dramatized a fact that has always been true 
in some degree: that the United States, in spite of its enormous 
economic strength, is, like other countries, an interdependent 
part of the world economy. 

Moreover, there is another aspect to the recent loss of gold 
by the United States that may have direct repercussions in 
Canada. Briefly, the U. S. gold loss arises, not from a true de- 
ficit on trade in goods and services but from generous American 
e-onomic aid compounded by large outflows of private capital 
to Canada and Western Europe. In other words, the United 
States has a current-account surplus which is more than offset 
by a capital outflow while Canada, in contrast, has a current 
account deficit that is more than offset by a long-term capital 
inflow. Those Canadians who have recently given public ex- 
pression to their fears regarding the inflow of foreign capital 
may well have their “problem” solved for them, regardless of 
any change of Canadian policy, through some kind of U. S. 
restriction on the export of private capital to Canada and other 
foreign countries. 


THE EXTERNAL CONDITIONS 
OF MONETARY INDEPENDENCE 


I turn now to what might be called “the external conditions 
of Canada’s monetary independence.” And in this category 
there is one special feature of our economy that increases to 
a marked degree the freedom of action of our monetary and 
fiscal authorities in spite of the fact that our borders are open 
to the free movement, both ways, of goods, services and capital. 
I refer to the free or “floating” exchange rate on the Canadian 
dollar. 

Before considering some of the recent criticisms of our free 
exchange-rate policy, and some of the measures offered as al- 
ternatives, I would like first to state what I consider to be its 
overwhelming advantage. It is the same advantage that recom- 
mended it to our monetary and fiscal authorities when the 
policy was adopted in September, 1950: namely, that it auto- 
matically neutralizes and renders inert the potentially explosive 
effect of international “hot money” flows. 

It is sometimes argued that “times have changed,” we “face 
new problems,” and hot money of the 1950 variety is no longer 
one of them. But hot money is no longer a problem for Canada 
precisely because we have the free exchange rate. Hot money 
today is an embarrassment to West Germany and Switzerland, 
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now on the receiving end; the outflow of hot money has be- 
come far more than a minor annoyance even to the United 
States with its enormous gold reserves, and is inhibiting its 
freedom of monetary and fiscal action to fight recession; and 
unpredictable inflows and outflows of hot money have plagued 
the British Treasury almost continuously since the end of the 
Second World War. 

The U. S. dollar and the pound sterling are the world’s lead- 
ing reserve currencies. As such they are depended upon by the 
many countries that hold a large part of their exchange reserves 
in pounds sterling or U. S. dollars to maintain a fixed rate of ex- 
change. This is the burden of leadership in the exchange markets 
of the world, and it exposes these reserve-currency countries to 
large and unpredictable swings in their exchange reserves as hot 
money in the slipstream of rumour, fear, optimism or greed, 
sweeps at far greater than jet speed from one exchange market 
to another. Were we to revert to a fixed rate of exchange, we 
too would be faced with hot money swings of this magnitude. 
Under such conditions Canada might as well renounce all 
pretence to independence in monetary and fiscal policy. 

There are those who argue that, whatever its past virtures, 
Canada’s floating exchange rate has behaved very badly in recent 
years because it has been at what is called a “premium” over 
the U. S. dollar, even though we have been running a large 
current-account deficit in international trade and payments. 
Canada’s exchange rate is actually determined by the forces 
of demand and supply in world exchange markets. Nevertheless, 
it is even argued that this rate is an “artificial” rate, and that it 
should be reduced forthwith, presumably to whatever these 
advisers on public policy define to be its “natural” level! In 
fact, of course, such a rate could only be a set, or artificial, rate 
—the ¢rve natural rate, whether high or low, is the current 
floating rate. 

But, to say that the floating rate is natural does not mean 
that, when it is high, it wrecks no hardship on exporters and on 
domestic producers facing import competition. Nor does it 
mean that we must necessarily sit back and let nature take its 
course. But the proposals heard most often in recent months 
with regard to exchange-rate policy do not attack the funda- 
mental causes of our discontents. Instead, they would launch 
a massive assault on the obvious, the innocent, or the merely 
symptomatic; and when the rate is high, they would call for 
monetary manipulation to reduce the exchange “premium” 
directly or, in a more sophisticated version, to reduce interest 
rates and through them the exchange “premium” indirectly. 

Unfortunately for the success of such operations, both the 
exchange rate and the interest rate are merely indicators of 
real forces in their respective markets. Thy will respond only 
temporarily to monetary manipulation. We can change them, if 
we wish, but only by an appropriate change in the real forces 
that determine them. 

It is time we stopped talking dangerous nonsense about using 
fiscal and monetary policy, not for their legitimate purposes, 
but as an allegedly “easy” way of bringing down the exchange 
rate or the interest rate, or both. We are blaming the steam 
gauge for the lack of pressure in the boiler. Instead of stoking 
the fire we are pushing the needle to the right, while the pres- 
sure continues to fall. There is no easy way to bring down our 
exchange rate or our long-term interest rates or to achieve an 
excess of exports over imports or to cut down on foreign 
borrowing, if we think any or all of these things desirable; and 
the sooner we recognize the facts of life as they relate to 
economic policy, the sooner we shall achieve the goals we 
seek. 

I would suggest that our immediate goals at this time should 
be increased employment and balanced economic growth with- 
out inflation. And I would suggest further that these goals can 
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be attained through appropriate monetary and fiscal measures 
buttressed by positive measures in a broader range of economic 
policy. They cannot be attained—indeed our problem can only 
be made worse—by concentrating on and trying, through 
monetary policy, to manipulate the exchange rate, or long-term 
interest-rate differentials between Canada and the United States. 


THE INTERNAL CONDITIONS 
OF MONETARY INDEPENDENCE 


Independence in monetary and fiscal policy depends not only 
on freedom from undue interference from outside forces, which 
has been the burden of my remarks so far; it depends equally 
on effective domestic machinery through which policy may 
operate, and a healthy financial structure to implement that 
policy. 

From what I have said so far you will probably have in- 
ferred, quite correctly in fact, that I do not share the critical 
attitude towards the Bank of Canada and its management that 
has found recent, and in some cases extreme, expression in the 
nation’s press and elsewhere. I am opposed to the use of the 
Exchange Fund Account as an allegedly easy way to bring down 
the exchange value of the Canadian dollar and thereby presum- 
ably to solve the problems of exporters and domestic manu- 
facturers, and increase employment. I am also opposed to in- 
creasing the money supply as an allegedly easy way to bring 
down long-term interest rates and thereby presumably to cut 
down our dependence on foreign sources of saving for invest- 
ment in Canada. 

I am not opposed to an increase in the money supply under 
appropriate conditions, but the decision to increase the money 
supply should be taken for the right reasons and not for its 
presumed effect on the rate of exchange or on long-term in- 
terest differentials between Canada and the United States. I 
would include among the right reasons the existence of slack 
in the economy due to a general failure of effective demand— 
that is, the kind of slack, the kind of unemployment and over- 
capacity, that can be overcome through the brute force of 
monetary and fiscal policy. 

I would not expect too much of this sometimes powerful 
force for good in the economy. In so far as unemployment in 
Canada is due, not to a failure of effective demand, but to 
structural faults in the economy, we shall still have too high a 
level of unemployment in spite of an increased money supply 
geared to an expansive fiscal policy. 

Once this hard core of unemployment is reached, monetary 
and fiscal policy cannot help. We shall be forced to abandon 
the comparatively easy devices of monetary and fiscal policy and 
face the hard facts. We shall have to face up to the failure of 
labour mobility to keep pace, through restraining and through 
movement to appropriate areas and industries, with our rapid 
rate of technological change. We shall have to face up to our 
inflated costs and slow growth in productivity which together 
account for the greater part of all the ills that are currently 
blamed either on the exchange rate or on the monetary policy 
of the Bank of Canada. These real, and apparently chronic, 
problems are the true cause of abnormally high levels of un- 
employment in good times and bad and of the general malaise 
which has been accurately labelled “high-level stagnation.” 

In taking measures to meet these problems, which are 
beyond the power of fiscal and monetary policy to solve, we 
must avoid, except as purely temporary measures, all forms of 
cost-inflating “make work” or “share the work” schemes: and 
I would include in this category any increases in tariff or other 
protection prompted merely by calculations (which may be 
wrong) of their direct effect on employment. Such measures 
could result in immediate retaliation at the expense of our 
exporters. 

It is often said in defence of make-work schemes that our 
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export industries, especially in the resource field, though highly 
iiclens, are not large employers of labour. The implication is 
that we should encourage those branches of industry making 
products with a high labour content, even at the expense of our 
exporters. But this argument ignores almost every major con- 
aiadien to the storehouse of economic wisdom made in the 
last thirty years. Our export industries relative to their size 
may not be large direct employers of labour, but the income 
generated by our big, efficient, highly productive export in- 
dustries has a multiple effect as it flows through our economy, 
and indirectly is a major, if not the greatest single source of 
demand for labour in Canada. 

We should do everything in our power to strengthen the 
competitive position of our domestic manufacturing industry, 
beset as ir is with tough import competition aggravated at times 
by the high exchange value of our dollar; but if in the process 
we should harm our export industries, the multiplier effect of 
a decline of income generated in that sector will work in re- 
verse and the adverse indirect effect on employment in Canada 
may more than offset any direct gain to employment in manu- 
facturing. Eventually, we shall have to face up to what is per- 
haps the most vital of all requirements for our long-run 
economic survival: that our so-called “domestic manufacturers” 
and not merely our traditional exporters, get out and sell at 
world prices in the world market. 

I agree with the general aim and direction of our exchange- 
rate policy and our monetary policy; and, in what I have said 
so far, I have stated what I believe to be their impressive claim 
to our confidence. I shall now proceed to what I consider to be 
legitimate points of criticism. 

The Governor of the Bank of Canada, in the course of his 
duties, has on appropriate occasions taken a strong and 
courageous stand against mounting pressure, and I include here 
pressure from the private sector of the economy. The soundest 
ground for the critics of exchange-rate and monetary policy 
lies, not in second guessing the monetary authorities in the 
performance of their often unpopular public duty, but in urg- 
ing that, if their operations were smoother, and especially if 
the direction of policy were made clear to the banks, the money 
market, and the public, a number of intermittent crises, and a 
host of relatively minor upsets in the market, would disappear. 

Under the present system, with a floating bank rate complete- 
ly useless as a signal, the banks are in the position of having 
to forecast not only the course of the economy—that’s our job 
—but also the course of monetary policy—and that I maintain 
is mot our job. I realize that the same uncertainties regarding 
the course of economic events and changes in public policy 
have to be taken into account by the Governor of the Bank of 
Canada. For this reason all that the banks can realistically hope 
for is that they may be told, not what monetary policy will be 
in the future, but what it actually is at the moment. They must 
be content with “spot” not “futures,” so far as monetary policy 
is concerned. The trouble today is simply that they do not get 
even this. 

What is needed is a clear and unmistakable sign of central- 
bank policy. This could take the form of a return to a “fixed” 
but periodically adjusted bank rate. Or, perhaps a return to a 
bank rate periodically adjusted by the Bank of Canada is not 
the best answer. There is no special reason for a rigid adherence 
to the British, or the American system. In fact there may be 
room here for a genuine innovation in monetary policy to suit 
Canadian conditions. But, whatever measure is adopted, the 
objective should be kept clearly in view: namely, to achieve, 
by innovation or otherwise, some clear and unmistakable sign 
of central-bank policy that can be easily interpreted, not only 
by the chartered banks but by the rest of the money market 
and, especially perhaps, by the general public. 
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THE BOGY OF FOREIGN INVESTMENT 

I have been trying so far to show that Canada has a much 
higher degree of independence in monetary policy than one 
would infer from public discussion to be the general view. 
Moreover, we can, by effecting certain improvements, some of 
which I have suggested here, achieve an even greater degree of 
independence and strength in our monetary system. 

Nevertheless, there is a growing doubt in the minds of many, 
not only concerning our independence in monetary and fiscal 
policy, but concerning the future of our whole economy on 
some dread day of reckoning when, it is alleged, Canada will 
have to pay back an enormous debt largely contracted in the 
United States. This of course is an over-simplification of the 
issue and I know of no authority who has stated it in precisely 
this way; and yet this, I believe, is a fair statement of a widely 
held impression in the public mind. I should like now to at- 
tempt to define just what the problem is, and, more important 
still, what it is not. 

It has been estimated that our “net international indebted- 
ness,” excluding offsetting investment by Canadians in foreign 
countries, was $17 billions by the end of 1960. But of this net 
figure at least two-thirds is not true debt but net “direct invest- 
ment,” largely in Canadian subsidiaries of U. S. corporations, 
which will never have to be “paid back.” The remainder only, 
or probably less than one third of the total, is net deadweight 
debt. This, of course, is a very much smaller burden of true 
debt than the statistics of our so-called “balance of international 
indebtedness” seen at first to indicate, and the imminence of 
the dread day of reckoning, the alleged inevitability of national 
bankruptcy, must be correspondingly discounted. 

Nevertheless, five of six billions of dollars is still a lot of 
debt and, as a number of authorities have correctly pointed out, 
the sum is growing. There will come a time when Canada will 
rank as a “mature debtor,” that is, she will find that in-pay- 
ments, including long-term capital flows, will be exceeded by 
outpayments, including interest, amorization and dividend pay- 
ments. But the problem some observers see of “providing 
foreign exchange” to meet this contingency is a spurious one— 
provided always that we keep our free exchange rate. Except 
under conditions of uncontrolled inflation, such as that experi- 
enced by Germany after the First World War, there can be no 
shortage of foreign exchange with a floating rate which auto- 
matically equates the demand for, and supply of, foreign ex- 
change in the market. 

When we become a “mature debtor” in the sense that I have 
defined the term, all we have to do is to let nature take its 
course. Our excess demand for U. S. dollars and other foreign 
currencies will result in an automatic fall in the Canadian dol- 
lar, a stimulation of exports and a discouragement of imports. 
In other words, when we need a surplus on merchandise and 
service account, because long-term capital inflow is exceeded by 
miscellaneous foreign payments, we shall undoubtedly get one! 
The lower exchange value on our dollar, through which this 
will be brought about, will undoubtedly please our exporters 
as well as domestic manufacturers subject to import competi- 
tion. But there will also be sacrifices to be made. Debtors will 
find that the real burden of their interest and principal pay- 
ments will rise if payable in foreign currency. But we must 
assume either that these debtors have accepted a long-term ex- 
change risk with their eyes open—and deserve no sympathy, 
or have adequately reserved against the risk—and need none. 
Consumers, too, will be forced to pay higher prices for imports 
and other commodities, all of which means only that, as in any 
“mature debtor” economy, real resources have to be devoted to 
the servicing and repayment of debt. Nevertheless, in retro- 
spect, I believe that we shall find these costs amply offset by 
the immense contribution of foreign capital over the years to 
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Canada’s economic growth. 

It is in the light of these homely truths that I would like to 
comment on the recent wave of sentiment, amounting almost to 
hysteria, against the import of foreign capital. Tremendous 
pressure has been brought on the government to discourage a 
further inflow, and thus presumably to bring down our ex- 
change rate, reduce foreign indebtedness, and in general to 
solve in one easy stroke of economic nationalism all the prob- 
lems of trade, employment and debt that currently beset us. Ap- 
parently the Government has resisted this pressure, as conces- 
sions made in the “baby budget” of last December were 
relatively mild. 

What this pressure group advocates in effect is not to delay 
or avoid but actually to hasten the arrival of the Day of Judge- 
ment which they profess to fear. All the burdens of debt repay- 
ment, overestimated as they are, would be on us immediately 
and without the benefit we could have derived from a continu- 
ing flow of long-term foreign capital. Moreover, if the value 
of the Canadian dollar is reduced through scaring off foreign 
capital, the supply of lendable funds available to Canadians is 
also reduced, and demand for funds in the Canadian market, by 
those formerly financing abroad, is correspondingly increased. 
As a result the capital market will be tighter and interest rates 
higher than they would be without the restrictions on foreign 
capital inflow. 

To the extent that the higher than normal interest rates at- 
tract hot money, or even some long-term capital, the price of 
the Canadian dollar in the exchange market will be restored and 
and the hoped-for effect on employment nullified. To the extent 
that higher than normal interest rates fail to attract capital, the 
effect of the lower exchange rate will be offset by continued 
tightness in the capital market and continued high interest 
rates, and again the hoped-for effect on employment may be 
nullified. In either case, the falling off in the supply of pro- 
ductive long-term capital will ensure that the final result will 
almost certainly be an actual rise in the level of unemployment 
in Canada. 

The easy way out of this dilemma, according to some, is 
simply to increase the money supply and reduce the embar- 
rassing interest differential between Canada and the United 
States. In fact, the inflationary potential of the increase in the 
money supply required for even temporary success in such an 
endeavour would so upset the Canadian bond market that the 
supply of lendable funds based on savings would be drastically 
reduced and the appropriate rate of interest even higher than 
at the beginning of the experiment. 

The differential in interest rates between Canada and the 
United States is of long standing and it is no accident. It results 
from a difference in institutional factors, in the broadest sense 
of that term, including the power and the will to save and in- 
vest and, interdependent with these, the demand for and supply 
of lendable funds in the two countries. The differential is 
moderated, but not erased, by capital inflow; it is bound to be- 
come wider to the extent that capital inflow is inhibited; and it 
certainly cannot, in the long run, be erased by monetary policy. 

Moreover, if the vote of non-confidence in the Canadian dol- 
lar, attendant on crippling legislation against foreign capital, 
has sufficient impact on investors abroad who are now investing 
in Canada’s future, our dollar may indeed fall—further and 
more disastrously than was ever intended. Under these condi- 
tions, no practical level of interest rates or profits in Canada 
will be sufficient to overcome the risk barrier thus erected 
against the foreign capital we so urgently need if we are to 
achieve high employment and balanced economic growth with- 
out inflation. 

There és a real problem associated with the large capital in- 
flow of recent years, but it is not that of finding the means of 
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repayment. The real problem is simply that Canadians are be- 
coming increasingly concerned about the growing foreign con- 
trol over their industry. This is basically a political problem; a 
problem of maintaining national sovereignty, of being master 
in our own house. 

Because foreign capital is necessarily tied up, sometimes in a 
rather complicated way, with the trade balance and the ex- 
change rate, capital inflow has become a victim of “guilt by 
association” and has had to bear the brunt of much obscure 
criticism, most of which completely misses the point. 

Once we have cast out the fear of some imminent Day of 
Judgement when all our massive (and overstated ) debt will be- 
come due and payable, the nature of the problem is not only 
changed but made vastly simpler. The solution is clearly not to 
“do something” about the trade balance or to frighten foreign 
capital away, or to hobble it in some manner. In part, of course, 
the solution is to encourage Canadian savings, and especially 
Canadian investment in the kind of risk enterprise that is so 
dependent on foreign capital. 

But, at least as important, if we are concerned about the be- 
haviour of foreign-owned subsidiaries—now or in the future— 
let us secure, through moral suasion or appropriate legislation, 
the kind of behaviour we want. The foreign parents as well 
as their Canadian children would probably welcome a clarifica- 
tion of their position and a removal of the uncertainty which 
now arises from much Canadian grumbling but no clearcut de- 
finition of where they stand and where we stand. 


CONCLUSION 


The problem of reconciling Canadian independence with the 
economic advantages of foreign investment is, like that of in- 
dependence and economic strength through monetary policy, 
basically one of opening lines of clear and unambiguous com- 
munication. 

Foreign owned subsidiaries are corporate Canadian citizens, 
subject to Canadian law. The government has the power to 
protect Canadian sovereignty by direct action. As in monetary 
policy, so in its policy towards international capital, the govern- 
ment, in ensuring a high degree of Canadian economic inde- 
pendence, need not resort to any tinkering with exchange rates, 
trade balances or capital flows which, even if it achieved its im- 
mediate objective in the short run (an extremely doubtful pos- 
sibility), would do so only at the risk of incidental disaster to 
Canada’s long-run economic development. 

Such a failure to maintain, through right policy, both high- 
level employment and balanced growth will mean the end of 
all our hopes that Canada might, in this century, achieve her 
rightful stature as a prosperous and independent member of 
the family of free nations throughout the world. 
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